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Knowledge of the Taw
THE marshaling and equitable distri
bution of assets of bankrupts, and of
those who find themselves in financial
difficulties even though bankruptcy
does not ensue, are placed on a higher
plane than ever by the amendments to
the National Bankruptcy Act, which
became effective August 27th last. Be
cause of the hazards of business, it is
inevitable that many business men will
find themselves in financial difficulties.
To the accountant falls, first of all,
the duty of discovering and giving
early warning of conditions which
might lead to bankruptcy. If the ac
countant has not been permitted to
give a warning, or if his warning has
gone unheeded, the . accountant may
succeed in many instances in keeping a
business alive by applying, even though
at a late hour, the remedies which will
retain the confidence of creditors. If
liquidation becomes necessary, the ac
countant finds himself admirably equip
ped to gather all the assets, and to
distribute them in accordance with the
amended provisions of the bankruptcy
act.
It was a comparatively few years
ago that the income tax law was
enacted. The arbitration law took
effect at the opening of 1926; the revised
bankruptcy law has just become effec
tive. The forward-looking accountant
will familiarize himself with both of
these recent enactments, and thus place
himself in a position to render the
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JUST how much responsibility should
a public accountant assume in
undertaking his various forms of en
gagements? George O. May, senior
partner of Price, Waterhouse & Co.,
discusses this question interestingly in
this issue, and makes the point that
accountants should not dodge as
sumption of greater responsibilities,
but should not assume them until they
are prepared to handle them satis
factorily.
The author makes also
some interesting comparisons between
large and small accounting firms,
and points to the fact that the in
fluence and prestige of the large ac
counting firms help materially to
build up the smaller firms.
—The Editor.

service which the public has come to
expect of him.

The Helping Hand

NoW and again there is found a man
in accountancy practice who has
the bigness of mind and heart to extend
a helping hand to the young man estab
lishing himself in accountancy practice.
Instances of this kind can be cited in
which actual engagements have been
directed to young practitioners, and in
which unobtrusive but valuable counsel
has been extended.
The number of well-established ac
countants who do this sort of thing
might well be increased. In the matter
of real values, the giver receives more
than he gives, and a good feeling is
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developed that strengthens the profes
sion and increases the happiness of its
practitioners.

Personality
P RSONALITY has much to do with
E
success in the practice of any pro
fession, no matter whether it be law,
medicine, engineering, or accountancy.
Personality, be it remembered, is
largely a matter of development—of
education and culture, of unselfish in
terest in the affairs of others, and of
care in personal appearance. The ac
countancy student, therefore, should
give thought and care to the de
velopment of his personality long
before he applies for a position as
a junior, and this development should be
given further thought and care as he
progresses toward the goal of senior
work and independent practice.

Certificates
OWHERE is progress in account

N ancy so succinctly and surely re
flected as in the wording of accountants’
certificates. There are still accountants
who “certify” to a state of facts when
attaching their name to a balance sheet,
but the majority prefer to express an
opinion that the balance sheet reflects
the financial condition of the client.
In connection with financial state
ments particularly, the accountant
usually has much more to offer in the
way of an opinion than in the way of
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a certification of states of facts. The
rendition of an opinion, reasonably sup
ported by verification, provides a much
safer ground for the accountant to
occupy than does the giving of a
certificate as to facts. If an accountant,
with his special skill and opportunity
for investigation, is satisfied that a
statement presents the correct financial
status of an undertaking, what more
can the banker or credit man reasonably
ask than a succinct and unqualified
opinion of the accountant to that effect?
A comparison of the accountants’
certificates attached to current financial
statements with certificates prepared 15
or 20 years ago, furnishes undoubted
evidence that the accountant is grad
ually moving over to the sound basis
of rendering opinions based upon the
exercise of professional abilities.

Absent-Mindedness
ASENT-MINDEDNESS—the moon
B
ing around with things far-afield
while neglecting immediate detail under
consideration—is the bane of many a
junior accountant. A man may feed a
machine or perform some other routine
work without much mental concentra
tion, and, aside from the chance of los
ing a finger or two, no great harm is
likely to result. Quite the contrary
condition exists in the practice of a
profession. The lawyer must concen
trate on every detail of the case en
trusted to his care; the physician must
prescribe, and the surgeon must oper
ate, with precision; the engineer must
avoid errors in calculating stress and
strain; the accountant at every stage
must review with conscious thought
the records of financial transactions.
Plenty of sleep and a clear mind help
in the matter of concentration, as does
the purposeful elimination of idle and
unrelated talk and of day-dreaming.
The absent-minded accountant will
sooner or later lose the confidence of
employer and client, and will in time
disappear altogether from the field of
accountancy practice. There is no abid
ing place in this difficult calling for
the absent-minded.
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The Wet Blanket

Alfred F. Upson, LL. B, LL.M.
Attorney, Member of Pace
Institute Faculty
I was not by accident that Alfred
T
F. Upson became a lawyer. Nature
endowed him with every attribute of
the barrister—a keen mind, a com
pelling presence, forensic ability, a
good speaking voice, and a winning
personality.
Mr. Upson prepared for the law at
New York Law School, graduating in
1902. His experience has been wide
and varied. He continues his law
practice in conjunction with his
work on the faculty of Pace Institute,
with which he has been connected for
eight years. During much of his
career before the bar Mr. Upson
specialized in trial work, in which
he was very successful. Of late, his
practice has been largely consulting
work in corporation matters.
Specially equipped for public speak
ing, his voice was heard frequently
during the winter of 1925-26 present
ing popular talks on vocational sub
jects over the radio during the Pace
Institute hour. He is now engaged in
writing a book on "The Law of
Partnership.
Mr. Upson is a native New Yorker.
He is a member of the Knickerbocker
Field Club of Brooklyn, of the New
York Law Institute, of the Brooklyn
Bar Association, and of the Masonic
Order. Few men enjoy greater popu
larity with present and former students
of Pace Institute.

JUST now we are hearing a good deal
about the gloomy English dean
(Inge) who vents his spleen about
things American as relief from the
doleful picture which he paints of
things English. To the Dean’s sepul
chral company we would fain consign
the gloomy deans of accountancy—the
accountants of comfortable incomes
who delight in throwing cold water
upon the youngster who seeks a position
as a junior.
Time and again a young man who has
devoted years to acquiring sound
academic and accounting education, is
told by a gloomy accountant that he
is making a great mistake, that he
should give up all aspirations to enter
a profession in which the burdens are
cruel and the rewards uncertain and
small. There is no more real basis for
this attitude in an accountant than
there is for the chronic grouch of the
gloomy English dean. Accountancy
practice will never be less, and almost
certainly it will be greater. The ac
countancy practitioner and the mem
bers of his staff have never starved, and
they never will.
In comparison with the professions of
law, medicine, and engineering, the way
to success in the practice of accountancy
is neither difficult nor unremunerative.
Advice to the young aspirant for
accountancy preferment can be con
servative without being discouraging.
The accountant should weigh well his
words, and not allow his advice on a
vocational matter involving a life-time
to be unduly influenced by his transient
state of mind or by the difficulties of
immediate practice. The incoming prac
titioners will carry accountancy far be
yond its present development, and at no
previous period have the opportunities
for the young practitioner been as at
tractive as they are at the present time.
And it is well for the student of ac
countancy to remember these things and
to appraise the financial worth and in
come, as well as the words, of the
successful accountant who paints a
gloomy picture of accountancy practice.

A Proper Courage in the Assumption
of Responsibility by the Accountant
Address by George O. May, of Price, Waterhouse
& Co.,delivered at the all-day meeting of the
Society of Certified Public Accountants of the State
of New Jersey
HEN your Committee invited
At that time I expressed the view that
me to speak tonight they sug if the desired end were to be accom
gested that I should, if possible, plished it would be necessary that the
select a topic which would possessresponsibilities
not
of auditors should be
only a professional but a more general made more real and definite, and that
interest. Since that invitation was as a necessary corollary auditors would
extended, the article by Professor Ripley have to be given fuller and more clearly
on corporate publicity, which has re defined authority and be reasonably
ceived such general notice, has appeared assured of an opportunity to present
in the Atlantic Monthly, and it has seemed their views to stockholders if they
to me to raise questions of great pro should unfortunately come into serious
fessional importance which affect also disagreement with the directors or
the whole financial community. In officers of the corporation under audit.
speaking before the American Institute
of Accountants at Atlantic City re
Auditor s Status
cently, I drew attention to the signifi
cance of the movement initiated by Pro
The status and responsibilities of an
fessor Ripley as affecting accountants, auditor who certifies or reports upon
and with your permission I should like the annual accounts of a corporation are
to develop more fully some of the at present vague and indefinite; some
thoughts then briefly expressed.
accountants, I believe, would be glad
It is not perhaps inappropriate to do to have them remain so. Why, they
so in the State of New Jersey, as though would ask, should we add to our re
your State is no longer a pennant holder sponsibilities? The answer is, of course,
in what has become a somewhat un simple. We can not expect, for any
dignified competition for new incor length of time, to get something for
porations, some of the country’s most nothing; and if we wish to see the
important industries are still conducted prestige and authority of the profession,
by corporations organized under your or for that matter its financial rewards,
continue to increase, we must be pre
laws.
pared
to assume correspondingly greater
Annual Audits
responsibilities. We should, neverthe
At Atlantic City I suggested that an less, be careful what responsibilities we
extension of the practice of having assume; a rash assumption of respon
accounts audited annually, which has sibility in matters beyond our com
now become almost universal among petence would be as disastrous to the
the important industrial companies, profession as unwillingness to assume
might do much, perhaps more than it in matters which are within our
supervision by the Federal Trade Com competence.
From time to time we see corporations
mission, to bring about improved stand
ards of corporate publicity. I may say which have been audited fail as a result
that I have since received, with much of conditions which were either not
gratification, a very cordial letter from discovered or not brought out by the
Professor Ripley welcoming the sug auditors; in connection therewith we
hear comments on the uselessness of
gestions I then put forward.

W

audits. As well might we complain of
the uselessness of doctors because people
die of complaints other than old age.
Sometimes no doubt the auditor is fairly
subject to criticism—just as doctors
sometimes are; in other cases no such
criticism is warranted.
The position is simply that an audit
is not a complete safeguard and insur
ance against all financial ills any more
than the doctor’s services are against
all bodily ills. Quacks there are of
course in both professions who assert
extravagant pretensions, and they are a
menace to both the professions and the
general public. Few people are so
foolish as to • reject medical advice
entirely because it sometimes proves
defective; it would be equally foolish
to deny the value of audits on similar
grounds. Fortunately this elementary
fact seems to be generally recognized,
if we may judge from the rapid and
widespread growth of the practice of
having accounts audited. This growth
is the more remarkable when we recall
that in the early years little support was
given to the movement by bankers and
others who should have been the first to
recognize the possibilities of the de
velopment.
I believe, however, the time has come
for a great step forward in the interests
both of the financial community and of
the profession. Unless some effective
steps are taken to meet criticisms such
as those voiced by Professor Ripley, the
result will be some sort of bureaucratic
control, and I am satisfied that through
proper co-operation methods can be
devised, without resort to government,
which will be more effective and at the
same time less burdensome and vexa
tious than control by a governmental
body is likely to be.
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Corporate Publicity

It may be said, and we should have to
admit, that there is not in the profession
as it now exists a body of men capable
of dealing adequately with the problem
of securing full and fair publicity in
corporation matters, • laying down
proper standards and seeing that they are
duly observed. It is, however, even
clearer that there is no such body out
side the profession, and the extent to
which corporations are already audited
shows that at least we have an ade
quate nucleus about which we can
build.
As I have already suggested, it seems
to me that if the profession is to take its
proper place in this development two
things are essential: first, that it should
squarely face its responsibilities; sec
ondly, that it should strenuously resist
any attempt to impose on it respon
sibilities beyond its ability to bear.
I think the profession as a whole will
gladly assume its proper responsibilities
if those responsibilities are reasonably
defined and if commensurate powers are
given to it.
Standard Procedure
When I say the responsibilities of the
auditor should be defined I do not mean
that a fixed code of procedure must be
laid down; that is not possible; much
must always be left to the judgment of
the individual auditor. Such general
guides as, for instance, the memoran
dum on balance sheet audits which was
drafted by the American Institute of
Accountants in the first year of its exist
ence, and provisionally adopted and
circulated by the Federal Reserve Board,
are of very great value and much more
might be done along similar lines.
Useful work has since been done by
the Institute’s Committee on Co-opera
tion with Bankers and by other com
mittees of the Institute or State So
cieties, and similar cooperation with
such bodies as the Listing Committee
of the New York Stock Exchange
might lead to the formulation of other
standards with which it would be the
duty of every practicing accountant to
be familiar.
In any such work we must be prac
tical; it is no use laying down counsels
of perfection or attempting to extend
the scope of an audit unduly. An audit
is a safeguard; the maintenance of this
safeguard entails an expense; and this
expense can be justified only if the value
of the safeguard is found to be fully
commensurate with its cost. The cost
of an audit so extensive as to be a com

plete safeguard would be enormous and
far beyond any value to be derived from
it. A superficial audit is dangerous be
cause of the sense of false security which
it creates. Between the two extremes
there lies a mean, at which the audit
abundantly justifies its cost.
The problem is to determine this
happy mean, to ensure that the auditor
does not fall short of a reasonable dis
charge of his duties, and that the in
vestor or lender does not attribute to
the audit a greater significance than it
can as a practical matter possess. And
it must be recognized that skilled dis
honesty, especially collusive dishon
esty, may at times and for a time deceive
even the auditor who conducts what is
regarded as a reasonable audit, and that
this should be so is not to be regarded
as a defect of the system, since as I have
said audit procedure represents a bal
ancing of the consideration of risks on
the one side and cost on the other. As a
matter of fact, investors and lenders
need protection against deliberate dis
honesty less than protection against
unsound practices and undue optimism.
In the experience of my firm, and prob
ably it is also the experience of other
firms, cases of deliberate dishonesty are
trivial in number in comparison with
cases where misrepresentations have
been made on the basis of excessive
hopes or as the result of unwillingness
to face unpleasant facts or through an
incorrect treatment of facts which there
was no attempt to conceal, or which
the ordinary procedure of an audit
would readily disclose,
To illustrate the point I am attempt
ing to make, I might refer to the de
mand which has sometimes been made,
as for instance by a banker in an
address before the New York Society
of Certified Public Accountants some
time ago, that auditors should assume
complete responsibility for the correct
ness of inventories. Now, every banker
no doubt would be glad to have the
auditor assume such a responsibility if
he would be willing to do so without
any increase in his fee, but I do not be
lieve one banker in a thousand would
advocate such an extension of responsi
bility at the price of the increase of the
cost of auditing which would be neces
sary if the auditor were to undertake
the work which would justify accept
ance of so great a responsibility. I will
not undertake to say how many times
the present cost of auditing would be
multiplied if this suggestion were uni
versally adopted but it would clearly
be a case of multiplication, not one of
relatively simple addition.

Large and Small Corporations
I am whole-heartedly opposed to any
such proposition. In the first place, I
do not believe the verification of physi
cal inventories is within the com
petence of auditors; in the second place,
I do not think any case has been made
out for the verification of inventories
in the manner suggested either by aud
itors or by any other independent
experts.
As in most other financial matters,
the problem presents different phases in
the case of the large and small cor
porations respectively. In the case of
the large companies the loss to an
individual grantor of credit in a par
ticular case might be substantial and
very serious. In such companies, how
ever, if a reasonable system of inven
tory is in force (and it is a part of the
ordinary procedure of audit to see
whether such a method is employed)
then the collusion necessary to per
petrate an inventory fraud on any large
scale is so extensive that only the most
desperate of dishonest executives would
ever think of resorting thereto.
In the case of smaller companies, de
liberate falsification is no doubt more
easily effected, but unless and until
experience shows it to be a common
occurrence, grantors of credit should
find their protection in the distribution
of risks and rely on the law of averages
rather than attempt to enforce safe
guards involving an expense wholly out
of proportion to the demonstrated risks.
The conclusions thus reached by rea
soning are confirmed by experience.
Overstatement of Inventories

Going back over the experience of my
own firm in the last thirty years I find it
difficult to recall more than, at most, a
single case in which material over
statement of inventories occurred that
would not have been disclosed by the
work done in an ordinarily efficient
audit, but which independent inventory
checkers might reasonably have been
expected to detect. In the course of this
period we have by ordinary audit
methods in very many cases found that
inventories were overstated either in
quantities, as the result of incorrect
methods of inventory determination, or
in valuation.
I think those who advocate a com
plete change in the auditor’s work and
responsibilities in relation to inven
tories both overlook the great practical
value of the work now done by auditors
in relation to inventories, and also
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greatly exaggerate the value and im
portance of the further verification
which they would like auditors to
undertake.
Some bankers appear to think that
auditors at present do practically noth
ing to ascertain whether the inventories
are correctly stated, and are surprised
when confronted with a statement of
what the auditor can and should do;
such, for instance, as is set forth in the
Federal Reserve Bulletin on the audit of
credit statements. It is only fair to say
that others are very appreciative of the
auditor’s work, and such publications
as the Institute’s bulletin in 1921, when
prices were crumbling and inventories
and commitments were matters of vital
importance, have elicited warm expres
sions of approval from well-informed
bankers.
If the question be considered, as I
think it should be, from the standpoint
of a comparison between the risks in
volved and the costs of eliminating, or
materially reducing, those risks, then I
am satisfied that the independent veri
fication of annual inventories will be
found not to be a practical suggestion.
The demand has arisen, I think, as a
result of a few sporadic cases and I feel
sure there will always be enough ex
perienced men in both the banking and
the accounting worlds to appreciate the
unwisdom of adding to the general
credit system ah expensive piece of
machinery, the need for which seldom
arises. No doubt, however, special
inventory verification should and will
be made where suspicions are aroused
or unusual conditions seem to make
them necessary.

Rights of the Auditor
Returning to my main subject, I have
said that if auditors are to assume
greater responsibilities they not only
should be given adequate powers but
should also be put in a stronger position
in the event of their finding themselves
in serious disagreement with the di
rectors or officers of a company which
they audit. At the present time audi
tors hold office usually at the pleasure
of the officers of the company. We have
all known cases in which the auditor,
possibly towards the end of his audit,
finds himself unable to approve of the
accounts which the officials of the
company have prepared, and on inform
ing them of his position is told, politely
or otherwise, to discontinue his work,
and later finds a statement issued by the
company signed by more subservient
auditors. To meet this situation it
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seems to me that the auditor should be
assured of a right to report to the stock
holders the results of an audit once he
has been commissioned to make it.
I think also that he should not be
liable to be superseded without having
an opportunity to state his case to the
stockholders. I have, therefore, sug
gested that auditors should be elected
by, and should report to, stockholders,
and that no auditors other than the
retiring auditors should be eligible for
appointment unless due notice should
have been given to the stockholders and
the retiring auditors of the intention to
nominate such new auditors. This, as
you know, is the rule under the English
law.
I have heard some objection to this
suggestion on the ground that it would
operate to the advantage of large firms
of accountants but I do not believe that
it would operate in any such way. I
believe that where auditors are changed
the change is more frequently from a
small firm to a large firm than the re
verse, and the suggestion that I have
made seems, therefore, to be calculated
to protect the smaller firms in the re
tention of the business which they have
or may secure. Certainly nothing
would be farther from my wish than
that the provision should operate to
deprive small firms of business.

Large and Small Firms
Since the question has been raised I
should like, by way of conclusion, to
say just a few words on the relationship
between the large and small firms. I
believe the large firm with numerous
offices is a natural result of the form our
industrial and financial development
has taken, but I think there is room and
need for both types of organizations and
that they should be able to practice side
by side in amity and with mutual re
spect. Many of our ablest practitioners
are connected with relatively small
organizations. I recognize that the
large firms must attract some business
from smaller ones, but I feel very
strongly that the larger firms should do
nothing to encourage such transfers, and
personally try to discourage them when
I have the opportunity. My firm is
altogether unwilling to build up its
practice at the expense of other firms of
good standing, large or small.
I believe that the existence of the
large firms has created a greatly in
creased demand for accounting services,
and I suggest that the smaller firms
should regard the indirect benefits re

suiting to them from this source as an
offset to the direct losses to which I
have referred, and which are naturally
galling to them. The large firms also
provide a training school for young
accountants and in other ways by mere
size they are able to do for the profes
sion things which smaller organizations
could scarcely undertake to do.
Improving Defects in Practice

I think, however, that the larger
firms have a further duty as a result of
their position in the profession. That
duty is to take the lead in correcting
defects in practice, and to take a strong
stand with their clients where necessary
in order to maintain sound principles.
They can do so more easily and at the
risk of relatively less important sac
rifices than smaller organizations, and
the precedents they establish have more
far-reaching effects. The large firms
owe it to themselves and to the pro
fession at large that the precedents they
set should always tend to advance the
standing of the profession, should make
the work of the large body of thor
oughly conscientious, though less con
spicuous, members constantly easier,
and, above all, should never by laxity or
want of courage create embarrassment
for others.
We are sometimes told that some
firms can afford to adopt such policies—
the implication being that others less
fortunate can not. But I believe every
one can afford to do so because, apart
from every other argument in favor of
such policies, experience shows that
they pay; not only in our own, but in
other fields we constantly see that
fairness, courage and honesty do really
pay. It is not necessary to attribute to
the business world of today a higher
natural morality than past generations
possessed. The undoubted improve
ment in methods can be quite adequate
ly explained by a constantly increasing
recognition of this heartening fact.

SAMUEL GINSBERG, a former student
of Washington Pace Institute, has re
cently accepted employment as account
ant with Klein & Jackson, real estate
dealers of New York City.

SAUL S. BLOOM, C.P.A., a former
student at Pace Institute, New York, is
now located at 80 Maiden Lane for the
public practice of accountancy.

Daniel C. Roper—War-Time Commis
sioner of Internal Revenue
Brief biographical sketch of the war-time
commissioner of Internal Revenue
Chosen
to collect world'sgreatest tax—$6,000,000,000
HE greatest financial undertak background. All day long in his con
ing ever known was carried out in ferences with his chiefs in the income
this country during the great war, tax unit, the narcotic division, stamp
when six billion dollars was raised taxes,
by
and all the rest of the depart
taxation in a single year, in order to ments under his direction, Mr. Roper
finance not only our own great war displayed the same kindly interest in
activities, but also, in large measure, the problems of others, and he had the
the expenditures of other great powers. same droll and friendly and effective
The responsibility for making this stu way of ironing out the difficulties and
pendous tax levy of six billion dollars, of setting people about their tasks in
as well as for the verification of the good heart and with clarified vision.
multitudinous returns and accounting Political matters cropped up to some
documents upon which it was based, extent even during war time, and these
rested squarely upon the shoulders of were given the same adroit handling, in
one man—those of the war-time com the interests of efficiency and of good
missioner of internal revenue, Daniel government.
C. Roper.
This competency, this confidenceinspiring efficiency, was constantly in
evidence as the war dragged on from
Character and 'Self-Sacrifice
day to day and the government made
Of the work of this man, of his heavier and heavier levies upon the
accomplishments for his country, and, resources of its people. Never were
incidentally, for the profession of ac grievous burdens made more acceptable,
countancy, few of the citizens of this and never was the proverbial dislike for
or of other countries have any concep the tax gatherer turned into affection
tion. The self-sacrifice and devotion and respect to the same extent as was
that made for the success of Commis witnessed in the collection of this
sioner Roper’s efforts can not adequately monumental tax.
Under the Commissioner’s dignified
be set forth; but in the perspective of the
work now afforded, it may be possible and affable exterior and his capacity for
to acquire a better understanding of a droll story and for friendly counsel,
what was accomplished by Commis were hidden clear-cut and sound ideas
sioner Roper during that trying period. with respect to the technical problems
Those whose good fortune it was to involved. Very early in the perform
meet this dignified and affable South ance of his duties Commissioner Roper
Carolinian during the stress of the appealed to the patriotic accountants
great war, either in his official capacity of the country to organize and to direct
or socially, found no outward evidences the machinery of the income tax unit
of the character or immensity of the on a technical accounting basis. The
burdens imposed upon him. His callers accountants responded in a manner that
always had a sympathetic and personal left nothing to be desired.
hearing of their own little troubles,
whatever they might have been, and
The Accountant's Part
sometimes they were amused and in
It was the accountants who, in a
structed by an apt story—probably one
with a homely and appealing southern majority of the cases involving millions

T
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upon millions of dollars in taxes, made
the decisions on technical questions
involving interpretations of the law and
regulations; an accountant reorganized
and directed the income tax unit; and
all through the thousands of men and
women employed in Washington and
throughout the field service were ac
countants who had responded to the
call of the government.
Commissioner Roper’s unswerving
allegiance to the trained accountant in
matters of income and excess profits
taxes probably did more for the ad
vancement and development of ac
countancy practice than the acts of any
other single individual either within
or without the profession of account
ancy. Few accountants specializing in
tax practice since the war realize that
the early establishment of accountancy
in this field was due largely to the posi
tion taken by Commissioner Roper dur
ing the war, not only with government
officials, but also with the great taxpaying public. Some time, in some
way, the profession of accountancy
should specifically and fully recognize
this great service.
It is not possible to do justice in this
brief article to the career of the war
time commissioner of internal revenue,
of whom an excellent likeness appears
on the cover page of this magazine.

Political Career

Mr. Roper is an attorney, and a pub
licist. Winning his bachelor of arts
degree upon graduation from Duke
University in 1888, he entered public life
almost immediately, and was elected to
the South Carolina House of Represen
tatives for the terms from 1892 to 1894.
(Continued on
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A Practical Method of Apportioning
Income on Residuary Trusts
Address by Harold Dudley Greeley, Attorney-at-

law, delivered at the all-day meeting of the Society of
Certified Public Accountants of the State of New Jersey
ANY years ago, according to in any medium other than the corpora
Greek legend, a peasant named tion’s capital stock.
Then, too, courts have been tre
Gordius was elevated to the
worried over the distribu
throne and in gratitude to the gods,mendously
he
consecrated his chariot to the chief god, tion or devolution of property among
Zeus. He tied the pole to the chariot relatives of unequal degree of relation
with so ingenious a knot that it ship, when the testator’s will was
aroused the interest of the gods and ambiguous or contained inconsistent
through an oracle they promised do provisions. When a will provided that
minion of the world to anyone who property was to go to testator’s “issue”
could untie it. Then along came Alex and he died leaving two sons and two
ander the Great, and he looked at the grandsons, children of a previously
knot, and he drew his sword and cut it deceased third son, should each take
one-quarter, per capita, or should each
clean through.
son take one-third and each grandson
The Gordian Knot
one-sixth, per stirpes? What did the
Today in the law we have many testator mean when he said “issue”?
Gordian knots, tied with the highest Then along came the New York legis
grade legalistic reasoning into theories lature and with Decedent Estate Law,
so ingenious that dominion of the world section 47-a, it cut the worrisome knot
of law might well be promised to any by declaring, again ex cathedra, that
one who could untie them. But re issue of unequal degree shall take per
cently we have witnessed the cutting stirpes “unless a contrary intent is
through of these knots with the sword expressed in the will.”
But lawyers need not fear for their
of legislation—a two-edged sword which
livelihood
because many knots are still
sometimes cuts not wisely but too well.
uncut, and it is one of those we are going
For instance, courts were struggling to discuss this morning:
constantly with the disposition, as
between principal and income, of stock
Whose Income ?
dividends received on stock held by a
To take a definite example, assume
trustee. They struggled to ascertain
when the profits which were distributed that a decedent’s estate contains assets
had been earned, whether the distri worth $100,000, owes debts of $20,000,
bution impaired the principal as it and requires a year to be administered
existed at the beginning of the trust, at a total expense of $5,000. Assume,
and even to determine what was the further, that the will provided gifts or
date of the trust’s beginning, whether legacies of $40,000 and left the residue
it was the date of testator’s death or the in trust, with income to L for life and
date when the principal fund was upon L’s death with remainder to R.
actually received by the trustee. Then Assume, finally, that during the year of
along came the New York legislature administration, the assets of $100,000
and, with Personal Property Law, sec produced a net income of $5,000 after
tion 17-a, it cut the finely spun knot by deduction of all expenses applicable to
declaring ex cathedra that stock divi income. Who gets the $5,000?
Since general legacies do not bear
dends shall be principal unless other
wise specified. This, you will note, interest during the first year after death,
does not provide for the unusual case because they are not payable until the
of an extraordinary dividend payable end of that year, the general legatees do
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not get the $5,000, but it goes to the
trustee. The question then remains, for
whom does the trustee hold it, L or R?
If the assets had earned no income,
the residue would have been $35,000;
what was left of $100,000 after paying
debts of $2.0,000 and expenses of $5,000
and distributing the $40,000 which the
will gave to the general legatees. It
was this residue which was to form the
principal of the trust fund and to be
retained intact by the trustee for trans
fer to R upon the death of L. The latter,
during his life, was to receive all the
income which this residue produced
from the date of testator’s death, but
L was not entitled to income produced
by any funds other than those which
formed the residue.
Determining Residue

The difficulty in the situation arises
from the fact that the amount of the
residue cannot be determined at the
date of death, and yet it is from that
date that the income on it belongs to L.
The residue cannot be determined until
administration of the estate has been
completed because the residue is merely
what remains of the assets of the estate
after all claims for debts, expenses, and
legacies have been met. In the mean
time, assets which will be required for
the payment of these claims are earning
interest, and yet interest on them cannot
be said to be income earned on the
residue because those assets will never
form part of the residue.
In the case under discussion, the gross
assets of $100,000 earned $5,000 during
the year of administration. If this
$5,000 is given to L, and the trust fund
is fixed as $35,000, L would receive
income earned by $65,000, which never
formed any part of the residue because
it was money required for the payment
of claims which must be met before the
amount of the residue can be ascer-
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tained. This would be contrary to the
will which gave to L only the income
earned by the residue itself. Thus it
seems wrong to give the $5,000 wholly
to L.
On the other hand, if the $5,000 is
added to the residue, making it $40,000
instead of $35,000, this would have the
effect of making L’s income begin one
year after death instead of at the date
of death. This would deprive L of the
income on $35,000 during the year of
administration, and similarly would be
contrary to the will and not in accord
ance with the pretty well settled law
that a life tenant’s income begins to
accrue as of the date of death.
It seems, therefore, that this $5,000
must in some way be apportioned be
tween R and L. As a practical matter
we must remember that, while most of
the debts, expenses, and legacies are
paid usually at the end of the adminis
tration and that the average adminis
tration can be completed in one year,
it is common to find substantial pay
ments of these claims made within the
first year, and it is common to find
administrations extending beyond one
year. Any rule of apportionment which
is to be applied as a standard rule-ofthumb must be fairly applicable to the
average estate and it should not be too
complex. In Edwards v. Slocum, 2.87
Fed. 651, the court said of a highly
complex formula for a tax situation
which “baffles arithmetic,’’ “the pre
sumption is that Congress intended a
simpler method—one that a plain man
could understand. Algebraic formulae
are not lightly to be imputed to legis
lators.’’ Likewise, algebraic formulae
should not lightly be imputed to courts,
nor to trustees, attorneys, and account
ants.
Important decisions on this question
of apportionment have been rendered
in England, Massachusetts, and New
York. The rules of these three juris
dictions differ, the decisions in each
jurisdiction differ among themselves,
and in New York, at least, the common
practice usually differs from the rule
seemingly laid down by the courts of
that state. Thus we may balance and
offset the authorities and approach the
question almost de novo.

English Precedent
In England the leading case is All
husen v. Whittell, L.R. 4 Eq. 2.95,
decided in 1867. Applying the rule of
that decision to the case we are dis
cussing, the entire $65,000 used in the

payment of debts, expenses, and leg
acies would not be charged to the prin
cipal of the estate and thus reduce the
amount of the residue which will form
the principal of the trust. Only the
present worth of that amount, as of the
date of death, is to be charged to prin
cipal and the remainder is to be charged
to income. Taking 5% as the rate of
income, the present worth of $65,000,

fore the residue, has been increased
during the year of administration by
income earned on the $65,000 which
was held until the end of that year and
then used to pay debts, expenses, and
legacies. One year’s income at 5% on
$65,000 is $3,2.50, and the residue has
been increased by this amount. Since
L is entitled to the income earned by
the residue, he is entitled to the income
earned by this $3,2.50, but the only way
in which that income can be ascer
tained is by the present worth method
of determining what sum as of the date
of death would amount to $3,2.50 at the
end of the first year. Dividing $3,2.50
by 1.05 gives $3,095.2.4 as the required
sum, which leaves $154.76 as the in
terest earned on it. Giving L $154.76
plus the $1,750, allows him a total
income of $1,904.76, in exact agreement
with the amount of his income as com
puted by the method ordered in All
husen v. Whittell. This same result is
secured by one of the large New York
trust companies through the use of a
formula.
Time of Payment

Harold Dudley Greeley, LL.B.,LL.M.
Attorney-at-law—Educator

determined by dividing that amount
by 1.05, would be $61,904.76 and the
remainder of the $65,000 would be
$3,095.2.4. The latter amount is ap
plied against the income of $5,000,
reducing it to $1,904.76, which would
be the income to which L is entitled.
This seems to be the most logical
solution, although the details of it can
scarcely be said to be what the testator
intended when he drew his will. The
chance that these complexities ever
entered his mind is exceedingly remote,
but after all they are merely the neces
sary steps in carrying out his expressed
intention that L should receive only the
income on the residue. As the court
said in Allhusen v. Whittell, “It is
clear that the tenant for life ought not
to have the income arising from what is
wanted for the payment of debts be
cause that never becomes residue in any
way whatever.’’
The fairness of this method becomes
apparent upon analysis. One year’s
income at 5% on $35,000 would be
$1,750 but L is entitled to more than
this because the gross estate, and there

It is obvious that this rule can fairly
be applied only when substantially all
of the payments are made at one time.
If the time of payment be deferred be
yond one year after death, interest paid
to legatees and creditors would be taken
into account as direct charges against
income. If payments were made before
the end of the year, interest to the end
of the year should be deducted and
credited to income. Assume, for argu
ment, a situation which would be im
possible in practice; assume that the
$65,000 charges were paid one day after
death. In that event, the residue of
$35,000 would immediately be deter
mined and L would be entitled to the
$1,750 which if earned during the first
year. To apply the rule of Allhusen v.
Whittell would be absurd. It would be
an attempt to charge L with $1,345.24
more than the total income earned dur
ing the year.
In 1913 the English court (in In re
McEuen, (1913) 2. Ch. 704) recognized
the practical limitation of the rule and
said that it was not to be applied when
large payments were made “at periods
substantially anterior to the close of the
first year.’’ With respect to such pay
ments, “the amount which will be
chargeable against the tenants for life
during the first year will be interest at
4% until the respective dates of pay
ment on the various sums of capital
which will, together with such interest,
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make up the various sums paid.” As
suming in the example under discussion
that the $65,000 was paid six months
after death, and using 5 % as an average
American rate, the apportionment can
be made by dividing $65,000 by 1.025.
This gives $63,414.63 chargeable to R
and $1,585.37 chargeable to L.
In this example, the total income
would be $3,375, consisting of interest
on $100,000 for 6 months ($2,500) plus
interest on $35,000 for 6 months ($875).
$3,375 has actually been received; the
only matter requiring consideration is
how much of the $3,375 should be given
to L? We have just determined that
$1,585.37 of it should be charged to L;
this has the effect of retaining it in the
residue, of capitalizing it. $1,585.37
represents the income on the amount
of money, as of the date of death, which
would be required to meet the various
claims of $65,000 when they became due
and L is not entitled to this income of
$1,585.37 because it was not income on
the residue. It was income on money
that never went into the residue.
If this adjustment had been made at
the end of the year, no further adjust
ment would be required; but it was
made* at the end of the first six months
and thus six months more remained be
fore the close of the first year. During
the latter six months, L would be en
titled to interest on the increase in
residue which resulted from the reten
tion of the $65,000 during the first six
months. The residue had been increased
by $1,625, which was the interest at 5%
lor six months on $65,000, and this

$1,625 was itself drawing interest dur
ing the second period of six months.
Interest on $1,625 at 5% for six months
would be $40.63 and L is entitled to this
interest. Therefore the charge against
L for $1,585.37, for interest during the
first six months which did not belong
to him, must be offset by a credit to L
for $40.63, for interest during the last
six months which did belong to him.
The net result is that out of the total
income of $3,375 L is entitled to $1,-
830.26.
The reasonableness of this result can
be checked by the following compila
tion of the items to which L is entitled:
5% interest for 1 year on $35,000, the
minimum amount of the residue........... $1,750.00
Excess of $1,625 earned during the 1st 6
months on $65,000 over $1,585.37 used
to increase the residue ($1,585.37 being
determinable also by dividing $1,625
by 1.025)...................................................
39.63
5 % interest for 6 months on $1,625..........
40.63
Total...................

$1,830.26

Under these facts, the trust company’s
formula is merely approximate but it
gives $1,827.38 to L.
For a final example, consider a case
which is more like those arising in
practice. Assume that $30,000 was
paid six months after death and $35,000
one year after death. Applying the
reasoning of the McEuen case, the
income to be credited to L can be com
puted as shown in Form 1.
In the McEuen case the court calls all
this sort of computation “equitable

Total Income Received:
$100,000 6 mos., 5%.......................................................................................................$2,500.00
70,000........................................................................................................................ 1,750.00
------------$4,230.00
Charges against L per statement below..............................................................................
2,398.38
Income credited to L..............................................................................................................

Total
$30,000
35,000

Time After Death
6 mos.
1 year

Apportionment of Payments
Divisor
1.025
1.05

Charged to R
$29,268.29
33,333.33

Total charges against L ................................. ................................................................

$1,851.62

Charged to L
$731.71
1,666.67

$2,398.38

Statement of Income to which L is Entitled
5% for 1 year on $35,000........................................................................................................................... $1,750.00
($65 ,000 for 6 mos. @5% produces $1,625)
$1,625 ÷1.025 =$1,585.37, which gives income of................................................................................
39.63
5 % for 6 mos. on $1,625................................................................ •.......................................................
40.63
($35,000 for 6 mos. @5% produces $875)
$875 ÷1.025 =$853.66, which gives income of............................... ......................................................
21.34
$1,851.60

Total Income due L
Form 1

Note: If all computations were carried to 4 decimal places, the difference of 2 cents would not occur. The
computation of L's share of income by the use of the trust company s formula gives $1,869.05 which is approximately
in agreement.

bookkeeping” and says, “The method
of adjustment adopted in this par
ticular case was not the only method
available and that extremely elaborate
and minute calculations need not be
gone through in every case.” Never
theless, it seems that this process must
be employed if the estate is large enough
to produce income of $1,000, or more,
during administration. Otherwise, in
the absence of a compromise settlement,
either L or R will incur a substantial
loss.
In commenting on the English rule,
Richard W. Hale in 1903 noted in “Ap
portionment of Income,” 16 Harvard
Law Review 404, that this problem is
not “what is income” but “whose in
come is this”? Referring to Lambert v.
Lambert, L.R. 16 Eq. 320 (1873), he
wrote, “The rule was applied to a case
where the residue produced 15% income
and where, therefore, the life tenant
would have preferred to be charged with
the debts as of the day of death and to
get the margin of 9% or more over the
statutory rate of interest. Generally,
of course, the statutory rate is greater
than the trust rate and the life tenant
gains slightly.” Although Mr. Hale
said, “In a large and involved estate it
would seem to be necessary and just
that the life tenant should bear in some
form the interest on the debts which
balance, and have probably enabled the
purchase of, the investments,” he con
tinues with, “The question should al
ways be approached from a reasonable
point of view. Accountants will fre
quently urge one to refine upon it and
reduce it to a mathematical question.
Over-conservative trustees will con
stantly be inclined to apply an unintelli
gent rule-of-thumb for their own con
venience. Between these two extremes
it would seem that the rule of Jaw
should be based upon the kind of
accounting which a prudent business
man, thoroughly up-to-date in methods
of audit and account, would employ as
to his own investments.”
With the rough and ready method of
solution seemingly suggested by Mr.
Hale, I cannot bring myself to agree.
Of course, I have seen many rough and
ready settlements, but invariably this
method has been proposed by the party
to the controversy who would benefit
from it. I have yet to see such a pro
posal from a party when his opponent
could profit by it. Under those cir
cumstances only a solution as scientifi
cally exact as possible will satisfy the
man who otherwise would scorn such a
solution.
(Continued on page
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Development of American Banking
in Foreign Countries
Banking facilities in relation to foreign trade

Illuminating talk by
Wilbert Ward, VicePresident National City Bank of New York
ROGRESS made by American foreign banking service. Of course, such
bankers in their invasion of foreign financing as it did was arranged through
fields was described by Wilbert the medium of drafts drawn in foreign
currencies on foreign banking institu
Ward, vice-president of the National
City Bank of New York, in a recent tions.
address before the New York Rotary
Club. He portrayed the comparatively
Early Branches
recent origin of foreign banking through
“It may interest you to hear a brief
branches of American banks, and the
shifting of a major portion of the burden summary in chronological order of the
of world trade financing from the entry of American banks into the
shoulders of British and continental foreign field. The London office of the
Equitable Trust Company was opened
bankers to Americans.
Some foreign countries are closed to in 1895. The foreign department of the
American branch banks, Mr. Ward National City Bank was established in
brought out, but the same conditions 1897 by a staff imported for the purpose
prevail in this country. The State of from the Deutsche Bank, and the charter
New York, for instance, imposes un of the International Banking Corpora
reasonably harsh restrictions on foreign tion, which has since come under the
ownership of the National City Bank,
banks which establish agencies here.
was granted in 1901 by the state of
Mr. Ward said, in part:
Connecticut. In 1897 the Guaranty
Trust Company opened a foreign de
Changes
partment and contemporaneously estab
“The last few years have witnessed a lished a London office. The Bankers
great change in the banker’s conception Trust Company entered the field in
of the scope of his calling. And no 1903, the Chase National Bank in 1905,
small part of that enlargement of his and the Irving National Bank in 1913.
vision has resulted from the entry into It was not until that year that any
Boston bank had a foreign department
foreign banking.
“One need not have been a pioneer worthy of the name.
“The passage in 1913 of the Federal
to be able to recall the time when our
American merchants were wholly de Reserve Act, by bestowing on our
pendent upon foreign private banking national banks the privilege of accept
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louses and agencies of foreign colonial
banks for banking services in their

foreign trade ventures. The New York
agencies of several Canadian banks, for
example, had been established here
twenty years when, in 1893, the Bank of
New York, following the decease of the
local agent for some British banking
institution, took over the representation
of those banks and thus became the first
American bank to offer its customers a
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ing time drafts, and of opening foreign

branches, made it possible for the first
time to abandon the practice of resort
ing to credits raised in London to
finance our trade. Yet there was no
one at that time who was prepared to
predict that any great use would be
made of these new privileges. On the
contrary, one of the national banks
which has since taken a leading part
in our transition from a provincial to an

international banking viewpoint, said,
in a pamphlet published at that time,
that there was little chance that this
country would ever come into com
petition with the established inter
national bankers of London, Paris and
Berlin.
How inaccurate that prophecy was
can be judged by the fact that the total
of bankers’ and foreign trade bills in
the open market during the past year
was approximately $650,000,000,000.
‘ ‘ It was the lack of a discount market
like that of London, Paris or Berlin,
which more than anything else made,
in 1913, the acceptance of a New York
bank useless as an instrument of finance.
This lack was in turn attributable in
large measure to the fact that the
promissory note, instead of the trade
and bank acceptance, was the prevailing
type of American commercial paper.
This commercial paper was distributed
to the bankers by commercial paper
brokers; and once in the banks re
mained there until maturity, even under
pressure of such a demand for money as
would result in the calling of stock
exchange loans, with a consequent de
pression of the securities market.
Shift of Trade Financing

“To assist in building up a discount
market the American Acceptance Coun
cil was organized, mainly under the
patronage of our banks, to carry on a
nation-wide educational campaign de
signed to inform the business people
and bankers of the merits of trade and
bankers’ acceptances, and of the method
of their use in foreign and domestic
merchandizing. The Discount Corpora
tion of New York was formed by ten
of our leading bankers, to furnish a
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marketing organization for bankers*
acceptances, and the National CityCompany, the First National Corpora
tion, Salomon Brothers & Hutzler, and
other investment bankers included bank
acceptances in their daily offerings. The
result has been that during 1926 the
estimated total sales of dollar bank
acceptances in the New York market
will run from one and one-half to one
and three-quarter billion dollars.
“This shifting of such a major por
tion of the burden of world trade
financing from the shoulders of British
and continental bankers to our own has
saved us millions of tribute paid an
ually in the past to foreign bankers in
interest and commission—but that is,
after all, the minor part of the accom
plishment. Much more important is
the fact that it has opened the door of
world markets to our manufacturing
industries, and given these the margin
of extra production in a broader field
which produces profits and equalizes
conditions during periods of domestic
slackness.

General Tendencies
“I have mentioned the fact that
among the privileges given for the first
time to our national banks by the
passage of the Federal Reserve Act,
was that of maintaining foreign
branches. It looked for a time as
though that privilege would be gen
erally availed of, but recently there
have been more withdrawals than
establishments of foreign branches of
American banks. I venture to suggest
that these withdrawals of American
banks from the foreign field have been
unfortunate for our foreign trade. I
must confess, while I am sure that there
are two opinions on the subject, and some
of our American banks have made a
virtue of the fact that they work
through foreign correspondents, claim
ing that they thereby obtain more
intimate contact with foreign markets—
that, connected as I am with a bank
which has established or brought under
its direct ownership in the past decade
over seventy foreign branches, I am
prejudiced in their favor. To cite but
one instance—just a few weeks ago a
representative of the American manu
facturer who makes the car you ulti
mately want to own, came to my desk
at the completion of a circuit of the
Central and South American territory,
to tell me how much more quickly and
more satisfactorily he had been able to
work out his plans with dealers in the
cities in which he could work through

the medium of the branch of an Ameri
can bank, than in those places in which
he had to work with local banking
institutions,
“Your merchants are entitled to ex
pect that, as rapidly as organizations
can be developed, branches of American
banks will be established, wherever
possible, in the foreign markets where
American trade exists in sufficient
volume to permit profitable operation.
I say wherever possible, because there
are foreign markets which are closed
to American bank branches. This pro
hibition may arise, as in Spain, from
excessive taxation; or, as in Northern
Europe, by the threat of a complete
boycott by local banks of any foreign
bank and its customers; or, as in Africa,
by the absolute domination of the field
by British banks.
“ At this moment, while your sensi
bilities are outraged at this denial of
foreign fields to our banks, I want you
to realize that no great financial center
in the world is so delinquent in this
respect as is New York. We do permit
foreign banks to establish agencies, it
is true, but we impose upon them un
reasonably harsh conditions. Bills to
liberalize our banking laws have been
submitted to many sessions of our State
Legislature, but, despite, or—perhaps
because of—stout support by the larger
New York banks interested in foreign
trade, and of the Federal Reserve Bank
of New York, have failed of passage.
If you want the aid of American banks
in foreign fields, you can materially
promote it by lending your support to
the efforts to do for foreign banks here
as we want them to do for us in their
own countries.
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“In the face of the successful opera
tion of branches of American banks in
all parts of the world, the large per
centage of failures plainly indicates
nothing more significant than the fact
that in this field haste must be made
slowly. Some of our natural character
istics tend materially to impede our
ability as foreign bankers. We are poor
linguists; we love our country so much
that we not only want to die, but to
live most of our lives in it; our attitude
toward foreigners is that of a not too
tolerant condescension. Such lack of
success as American banks have had in
the foreign field must be attributed
largely to our inability to train for
foreign service, in the short time the
field has been open to us, sufficient men
to manage with efficiency the branches
which were established.

Cooperation Essential
“Before I desist, I want to suggest
one thing—that American merchants
who feel that American business de
serves the assistance of American bank
branches in foreign fields, should see
that their foreign business goes to such
branches. You must appreciate that
an American bank, in opening a branch
in a foreign city and routing through it
the business which formerly went to its
local bank correspondents, loses the
reciprocal business of those corre
spondents.
“American bank branches will be as
useful—but can be only as useful—in
foreign fields as American merchants
will make them, by seeing that Ameri
can business comes to their hands.’’
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Annual Meeting, American Institute of Accountants, Hotel St. Charles, Atlantic City, New Jersey

Reports of Fall Meetings -State and
National Accountants’ Societies
American Institute
OMPLETION of ten years of
service in protecting and advanc
ing the accountancy profession
was celebrated by members of
American Institute of Accountants when
they assembled in annual meeting at
Atlantic City September 21st. The ac
complishments of those ten years formed
the chief theme of discussion.
A concise but comprehensive sum
mary of the activities of the Institute
during the first decade of its existence
was presented by its secretary, in the
form of a special report. This report
recited briefly the history of account
ancy organizations in the United States,
and told of the early days of the Ameri
can Association of Public Accountants,
which, in 1916, became the American
Institute of Accountants.
The American Association, this re
view stated, made good progress from

C

1905 to 1915, and developed in numbers
and influence, “but it suffered some
inherent weaknesses which prevented
the full extent of progress which, with
out them, would have been possible.”
The two chief difficulties with the
the
American Association, as listed in this
report, were the practical impossibility
of disciplining members, and the differ
ing standards of state laws and regula
tions. The new organization, known at
first as the Institute of Accountants in
the United States of America, and later
as the American Institute of Account
ants, was designed to correct the diffi
culties by imposing a national control
on the profession, by setting up one
standard for membership.
Interesting information as to the
progress made by the profession and by
the Institute during the ten years of its
existence, was presented through the
survey of the period contained in the
report. The establishment of a code of
ethics; the work of the Board of Exam-

iners, not only for the Institute but for
the various state boards of examiners;
the creation of a library of accounting,
sustained by an endowment fund; the
publication of a magazine of accounting
and a bulletin; the work of the com
mittees on education, on cooperation
with bankers, on public affairs, on state
legislation, and on federal legislation;
the work done in protecting the pro
fession; the war service performed by
accountants; the formation of chapters;
and the holding of regional meetings—
all these were presented in the form of
a review and served to emphasize the
Institute’s record of accomplishment.
Report of President West

The report of President William H.
West expressed his pleasure at the sup
port given him by his committeemen
and individual members in the work of
the organization, during the past year.
A series of amendments to the by-laws
and constitution, was adopted.

Papers were presented by P. W. R.
Glover, of New York, on “Regulation
of Accountancy by Law,” and by
Henry B. Fernald, New York, on “Ac
countants’ Certificates.’’ The members
were entertained at luncheon by the
Society of Certified Public Accountants
of New Jersey. It was decided to hold
the annual meeting of 1927 at Del
Monte, Cal.
At the annual dinner George O. May,
New York, was the chief speaker. His
subject was “Corporate Publicity and
the Auditor.” Other speakers were
William H. West, New York; Edward
E. Gore, Chicago; E. S. Read, repre
senting the Dominion Association of
Chartered Accountants, and A. P.
Richardson. Carl H. Nau, Cleveland,
O., was toastmaster.
Mr. West was reelected president;
F. H. Hurdman, New York, and John
R. Ruckstell, California, were elected
vice-presidents; Arthur W. Teele was
reelected treasurer.
Members stopped at Philadelphia,
Pa., after leaving the annual meeting,
and participated in Accountants’ Day
exercises at the Sesquicentennial Expo
sition. The New York team won the
Missouri golf trophy at the annual
tournament, which was played on the

course of the Sea View Golf Club. The
winning team was composed of H. A.
Wythes, Robert S. Pasley, Andrew
Stewart, and George Cochrane. C,
Oliver Wellington, Boston, won the
New Jersey golf prize.

American Society
ARGEST in point of attendance,

of all the meetings held by this
Lorganization,
” was the way the

nual meeting of the American Society
of Certified Public Accountants was
described. The gathering at Washing
ton, D. C., which opened September
22d, was the fifth annual convention of
the organization. Registration of cer
tified public accountants and guests
numbered 2.45. The convention was
under the management of the District
Institute of Certified Public Account
ants, which was highly complimented
for the provision made for the enter
tainment of the visitors.
A wide variety of subjects was in
cluded in the program, and as a result
the discussions covered a wide field.
The retiring president, H. E. Lunsford,
in his report, dwelt particularly on the
fact that, through a revision of the
constitution and by-laws, it is now

possible for the Society to maintain
close contact with state organizations
of certified public accountants. Mr.
Lunsford urged that no effort be spared
to bring about this affiliation of the
Society with the state organizations.
The revised constitution and by-laws,
which were adopted as of June 1, 1926,
as the result of a mail ballot, contain
a code of ethics which the Society is
pledged to enforce. Vice-presidents
have been reduced from five to two,
an
 an Advisory Committee composed
and
of past presidents of the Society has
been created.
Mr. Lunsford directed the attention
of members to the problem of restrictive
legislation, which he said he believed
must be studied thoroughly and handled
in a deliberate and carefully planned
way; he spoke also of the service which
the public accountant may render in the
matter of corporate financing.
Membership Increase
The Society’s secretary, W. L. Har
rison, reported a total membership of
2.404 at the close of the fiscal year,
August 31, 1926, as compared with
2.039 at the close of the previous fiscal
year. Mr. Harrison spoke of the
interest taken in strengthening state
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societies of accountants, by the na
tional organization. Much effort has
been expended by the society in com
piling a complete record of all holders
of certified public accountant credentials
from the states, and a very extensive
record is now available.
T. Coleman Andrews, Richmond,
Va., presented a report of the Inter
national Congress of Accountants in
Amsterdam. Chester I. Long, past
president of the American Bar Associa
tion, spoke on "The Accountant and
the Lawyer.” Judge Moses H. Grossman, vice-president of the American
Arbitration Association, spoke on "Ar
bitration and Business Efficiency.” Ar
thur E. Foote, of the Division of Sim
plified Practice, United States Depart
ment of Commerce, also addressed the
convention.

Many entertainment features were
provided. There was a trap shooting
tournament at the Manor Club; a golf
tournament at the Congressional Coun
try Club; theater parties, shopping
trips for the ladies, a field meet, a
bridge party and tea, and the annual
dinner.
Education for the Profession

An effort is being made by the Society
to stimulate cooperation between state
societies and educational institutions
offering business courses.
It gave
much time, at this annual convention,
to a discussion of problems related to
educating young men for the profession.
A memorandum embodying a plan put
forward by Durand W. Springer, for a
method of cooperation between the
School of Business Administration of
the University of Michigan and certain
public accounting organizations in the
city of Detroit, was reported to the
convention. The plan calls for the use
of seniors in business schools, and grad
uates, in the offices of public account
ants, this work to be regarded as a
laboratory course. The student is to
receive pay for work done.
New Officers
New officers were chosen as follows:
President, James A. Councilor, Wash
ington, D. C.; first vice-president, Paul
W. Pinkerton, Chicago, Ill.; second
vice-president, James F. Hughes, Jersey
City, N. J.; secretary, D. W. Springer,
Ann Arbor, Mich.; treasurer, T. Cole
man Andrews, Richmond, Va.

the Legislative Committee in any action
it might take. It was a vote of confi
OUR subjects of vital interest to dence, which was moved by Col.
professional accountants were dis Robert H. Montgomery.
cussed at length in the all-day meeting
of the New York State Society of Cer
Legislative Program
tified Public Accountants October 21st,
at the Waldorf-Astoria Hotel, New
Discussion of the legislative program
York—restrictive legislation, income
was
begun by six brief addresses, by
tax procedure, relation between credit
Henry Aitkin, P. W. R. Glover,
J. S. M. Goodloe, Kenneth McEwen,
counsel for the Society; Col. Mont
gomery, and Homer S. Pace. D. W.
Springer, secretary of the American
Society of Certified Public Account
ants, also spoke briefly to this subject,
before the general discussion.
From the discussion it was made
clear that the members are expected to
make known to the Legislative Com
mittee their opinions on any account
ancy measures that may be introduced
in the state legislature, but the hands
of the committee were not tied by in
structions which it was found imprac
ticable to give it at this time.
The responsibility that rests squarely
on certified public accountants in New
York state was recognized—a respon
sibility that arises from the fact that
legislative action in New York, which
was the first state to enact a certified
public accountant law, is bound to
influence the legislators of other states.
Frederick H. Hurdman, C.P.A.
President Klein is expected to ap
Newly elected Vice-President
point his new committee, on legislation
American Institute of Accountants
within a short time.
Chairman J. Gilmer Korner, Jr., of
men and public accountants, and classi the United States Board of Tax Appeals,
fication of accountancy service. The presented an interesting paper in which
all-day meeting was the fourth annual he detailed the changes made in the
affair of the kind conducted by the New federal tax procedure by the 1926 act,
York State Society, which conceived as compared with the 1924 act. Fewer
this plan of bringing together its mem appeals are being made to the Board
bers for a discussion of matters of cur of Tax Appeals, he stated, because of the
rent interest. Under the chairmanship excellent work that is being done with
of President Joseph J. Klein much that in the Bureau of Internal Revenue,
was of value was presented to an audi especially in the Sixty-Day Section.
ence of more than 2.00 accountants and But thirteen of the decisions handed
visitors.
down by the Board have been appealed
This meeting compared favorably by the Commissioner of Internal Reve
with the others that had preceded it, nue, and a like number by taxpayers,
and held the interest of the members though more than 6,000 cases have
until late in the evening.
been decided. Space does not permit a
The discussion of restrictive legisla complete presentation of the points
tion was participated in by scores of made by Chairman Korner, who, at
members, and while no clearly defined the close of his address, submitted to
program was evolved the sentiment of questioning for the greater part of an
the members was made clear—that hour. A rising vote of thanks was
everything possible should be done to given Judge Korner.
"Classification of Accountancy Ser
prevent a lowering of standards in the
state and to protect the certificates of vice” was discussed in an able address
the members. The members unani prepared by John R. Wildman. His
mously voted to stand squarely behind proposed classifications will be pre-
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sented in subsequent issues of this
magazine.
Four addresses were presented in a
symposium at the evening session on
“Relation Between the Credit Man
and the Certified Public Accountant,’’
as follows: From the point of view of
the commercial credit man, by Edmund
Wright, New York; from the point of
view of the bank credit man, by Joseph
L. Morris, New York, vice-president
of Manufacturers Trust Company; from
the point of view of the commercialpaper credit man, by A. S. Prescott,
New York; from the point of view of
the investment-bank credit man, by
William B. Weston, New York. So
much material of interest an d value was
included in these presentations of vari
ous views of the problem that discussion
of them must be deferred until later
issues of this magazine.
A report concerning the activities of
the Buffalo Chapter of the Society was
presented by Luther K. Watkins, presi
dent of the Chapter. Some time was
devoted to a discussion of proposed
revision of the constitution and by-laws.

ference, said, in part: “Modern prog
ress has brought us many advantages
but some of these have been purchased
dearly. We have lost some of the good
things that those of earlier and less
automatic generations enjoyed. We
have abandoned many beautiful cus
toms and have lost many good habits.
The habit of meditation has almost
disappeared, to cite but one example.
Most of us are so busy with tremendous
trifles that we have no time left for even
a short period of quiet withdrawal from
the world during which to ponder
seriously on things other than those
related to our daily work. Meditation

‘fixed’ and permanent. There is no
record of recent additions or better
ments. The old plant is still running,
but physical, functional, and economic
depreciation are everywhere evident.
From that day when the C. P. A. law
was first enacted, the foundation laid,
and the structure of the profession
erected, how little of enduring social
value has been added.”

An Indictment
Dean Madden spoke of the organiza
tion, through the influence of the New
York State Society of C. P. A’s, of
the School of Commerce, Accounts and
Finance in New York University, when
business actually invaded the campus,”
but added that the Society scon de
serted its progeny.
I can not discover another single
project of unselfish permanent social
value for which the profession may
justly take credit from that day to
this,” he said. “It is true that indi
vidually we have made contributions to
the general good of our several com
munities—the meanwhile adding to
our incomes; but this is the balance
sheet of the profession as an organized
agency in society that we are examin
New Jersey Meeting
ing, not a consolidated balance sheet of
the efforts of individuals in their per
ITH Governor A. Harry Moore
sonal relations with clients.
in attendance, and with a pro
The direct question was asked by the
gram that included a number of papers
speaker, What have you under way
on technical subjects of immediate
now in this Society which will even
interest, the Society of Certified Public
begin to discharge your current lia
Accountants of the State of New Jersey
bilities to the profession, to the public,
conducted an all-day meeting on Octo
John E. Gill
and to the young men on your staffs?
ber 19th, at the Robert Treat Hotel,
And this unhappy condition is almost
Dean
Newark, with an attendance of more
universal. New jersey is neither better
Rider College, Trenton, N. J.
than 150 accountants and visitors.
nor worse than other states.”
Many expressions of appreciation of the
He added that if ever there was need
excellent program provided by the is ‘the master weaver of character and of reorganization (in the profession)
officers and committees were heard when the outer garment of circumstance.’ it is here and now, and said that there
the session adjourned at 10 o’clock in There is no better method of acquiring are unmistakable signs that attempts
the evening, after nearly twelve hours poise and balance than this salutary will be made to repeal the statutes
of deliberation and discussion. Presi practice of meditation.
regulating accountancy, or if not to
dent James F. Hughes was in the chair
“What is my relation to the stream repeal them, then at least to emasculate
for all the sessions.
of life? What influence have I had upon them in such a manner as to impair the
Throughout the speeches and dis those with whom I have associated useful purpose they were designed to
cussions ran the idea, ever recurring, of during the whole period of my life? serve.
service to the profession and to the Have I exercised a positive force for
“We have every assurance of the con
public, and in many ways the members good in some wholly unselfish way, or tinued peaceful possession of the rights
made it evident that they realize the have I drifted aimlessly with the tide, and privileges extended to us if we do
duty incumbent on them of devoting a contributing little or nothing to the our duty to the public, to each other,
part, at least, of their time to a study general welfare?”
and particularly to those who aspire
of the problems of their fellow prac
Further, he said: “Occasionally in to join our ranks. Public opinion will
titioners. Gov. Moore, in particular, my meditations 1 attempt to take in support C. P. A. legislation so long and
dwelt on this theme in his after-dinner ventory of this profession of ours. I only so long as the public interest is
speech.
like to prepare its balance sheet. Sup served by these laws.”
Dean John T. Madden, of the School pose we conduct the audit together. . . .
Harold Dudley Greeley
of Commerce, Accounts and Finance, of Let us first examine the fixed assets.
“
Income
on Residuary Trust” was
New York University, in the intro Good gracious, how old and ancient
ductory address of the all-day con they are! Verily, they are indeed discussed by Harold Dudley Greeley in
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a paper which is presented in full else
where in this issue of The Pace Student.
“Financing Industrial Enterprises”
was the subject of a paper by Melbourne
S. Moyer; and Michael N. Chanalis,
professor of law at the New Jersey Law
School, spoke on “Practical Problems
in Corporate Law of Significance to the
Accountant.” Both papers were fol
lowed by discussions.
Governor Moore paid a high tribute
to the men who make up the state
accountancy board in New Jersey.
“There is no higher standard of public
accountancy than that of New Jersey,”
he said. “I congratulate the men who
represent you on that board.”
John E. Gill
John E. Gill, of Rider College,
Trenton, N. J., said that the profession
of accountancy is respected by the out
side world. “What are you doing to
make the profession proud of you?” he
asked. He spoke of the value of asso
ciated endeavor, of organization, and
complimented the members of the
Society on their evident willingness to
plan and conduct united undertakings
for the benefit of not only the pro
fession, but the public as well. Mr.
Gill was introduced by William H.
Compton, the only possessor of the
title, Bachelor of Accounts, in New
Jersey.
George O. May, New York, spoke on
“The Responsibilities of the Account
ant.” His address is reproduced in full
elsewhere in this issue of The Pace
Student. Mr. May was introduced by
M. E. Peloubet. Other speakers at the
dinner were Judge John F. Murray, Jr.,
commissioner of public works of New
ark, and John A. Howe, commissioner
of public finance and revenue, of
Newark.

Alabama Meeting
FIVE days’ time will be given an
nually without charge by each mem
ber of the Alabama Society of Certi
fied Public Accountants who was in
attendance at the annual meeting of that
organization, held September 6th at
Montgomery, Alabama, for the purpose
of aiding the work of the organization,
particularly the activities of its public
affairs committee, which was created at
that meeting. The members also made
arrangements for a C.P.A. scholarship
in the University of Alabama for one
student to be chosen by the Society.

According to Secretary-TreasurerJohn
F. Andrews of the Society, the members
showed great interest in accountancy
matters within the state, and announced
their determination to place the pro
fession in that state on as high a plane as
possible.
During the past year the Alabama
Society, in upholding the ethics and
integrity of the profession in that
state, preferred charges before the
State Board of Accountancy against

'The Alabama Society is believed to
be one of the first, if not the first, to
establish a C.P.A. scholarship in the
State University. One student will be
chosen and will be enrolled in the
University of Alabama for a four-year
course in the School of Commerce and
Business Administration. The stu
dent’s expenses will be paid by the
Society out of funds in hand. It is the
hope of the Society to perpetuate one
scholarship, even though assessments
may be necessitated in later years.
Walter K. Smith, of Mobile, was
Freshman Dinner
chosen president of the Alabama So
ciety for the fiscal year ending August
Class of ’26
31, 1927. John F. Andrews was re
elected secretary-treasurer. The coun
HE annual freshman dinner of
cil is composed of William J. Christian,
Pace Institute will be held this
year at the Hotel St. George, chairman; James E. Dowe; Conrad
Sauer, Jr.; Frank L. Hammond, and
Brooklyn, New York, on Tues
W. H. Borland.
day, December 14, at 6.30 p. m.
A particularly interesting pro
The next annual meeting will be held
gram has been arranged. It will
in Mobile, Alabama, Monday, Sep
include, besides an excellent meal,
tember 5, 1927.
speeches by various members of
the firm of Pace & Pace, an intro
Ohio Meeting
duction of the freshman faculty,
the best humorous entertainer
OMPLETE cooperation between
that can be obtained, and songs
practising accountants and the
and music by Joe Myer, and
credit
men of the country was advo
Cordes & Marks.
cated by P. W. Pinkerton of Chicago in
On the night of the dinner no
an address before the members of the
freshman classes will be held, and
Ohio Society of Certified Public Ac
those students who do not ordi
countants at the annual meeting held
narily attend class on that night
on October 9th in Cincinnati.
should arrange their affairs so as
Mr. Pinkerton’s paper on “The Pre
to be able to attend the dinner.
vention of Failures” was one of three
several accountants. As a result of presented during the afternoon session.
these charges, the Society was com Fred J. Nichols, of Dayton, Ohio,
pelled to protect its C.P.A. law. In director of the Merchants Service Bu
one instance a case was carried from reau of the National Cash Register
the State Supreme Court to the United Company, spoke on “Service in Busi
States Supreme Court. The decision ness,” and E. A. Kracke, certified public
was a complete victory for the State accountant, spoke on “Accountancy
in Germany.”
Society.
The Cincinnati Chapter of the Ohio
In creating the public affairs commit Society tendered a luncheon to the
tee, the Alabama Society defined the visiting members of the Society follow
committee’s duties carefully. The com ing the business meeting in the morning.
mittee was instructed to cooperate with
Hon. Murray Seasongood, Mayor of
the state and municipal governments in
framing tax laws, by offering suggestions Cincinnati, welcomed the members.
as to administrative and accounting de W. C. Culkins, executive vice-presi
tails. The committee was instructed, dent of the Cincinnati Chamber of
further, to study matters of joint ac Commerce, was toastmaster at the
countancy and public interest. The annual dinner. W. D. Wall, Columbus,
pledge of the members present to devote Ohio, president of the Ohio Society;
at least five days of their time each year Frederick C. Hicks, president of the
to the work of the committee, indi University of Cincinnati; Hon. Alfred
cated the interest of the members in this G. Allen, of Cincinnati, attorney and
new activity. They expressed a desire former member of Congress; and Thur
to aid in promoting a better under man Miller, editor, of Wilmington,
standing between the taxing bodies of Ohio, were among the speakers.
the government, and business.
(Continued on page 23)
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Accountancy Questions of Vital Interest
Raised by Dean Madden
Summary of present-day conditions in accountancy
practice
Lack of progress in last thirty
years
Examination system
Terminology
Unethical practices
RE public accountants failing to profession over the lack of progress in
protect properly their compara the profession in the thirty years of its
tively new profession? Are they existence. Specifying the matters in
discouraging good men from preparing
which professional accountants in his
to enter it? Are they permitting others opinion are lax and apathetic, he set
to do for the profession the things that forth the shortcomings listed above as
they themselves should be doing, such definite items with respect to which
as the writing of the terminology of accounting practitioners not only have
accounting? Are they failing to show a failed to take constructive action, but
proper interest in the education of the have even shown a lack of interest.
coming generation of accountants? Are
Dean Madden’s address, however,
they permitting practices to grow up was not entirely pessimistic, and the
which are direct violations of the code picture as he painted it contained some
of ethics of the profession—a code long bright spots set off against the darker
sought and but recently set up?
background. He expects to see improve
These are some of the questions, not ments, he said, if not from within the
only of interest, but of vital importance profession itself, at least as the result of
to the profession, that were brought to outside pressure, a part of which may be
the attention of practitioners in an ad applied by accountancy students of to
dress by one of the men best qualified to day, when they become either practicing
discuss the problems with which the accountants or executives in business.
profession is confronted—Dean John T. These students and the recent accessions
Madden, of the School of Commerce, to the ranks of accountants practicing
Accounts and Finance, of New York professionally and engaged in private
University, when he spoke before the employment, will, he believes, be effec
Pace Alumni Association at its first fall tive factors in improving conditions,
luncheon meeting on September 25th.
since these men and women are being
taught high ethical standards, which
should have an uplifting influence.
Present-day Conditions
Those of you who are privately em
Dean Madden’s summary of present- ployed will insist that the public ac
day conditions in professional account countant live up to the high standards
ing and his presentation of the ills with required to advance the profession,” he
which, in his estimation, the profession said.
is afflicted, form the most comprehensive
One of the matters to which account
and clear-cut picture that accountants ants, especially those in public practice,
have had presented to them in many might well give their serious attention,
months. It is a most significant pro according to Dean Madden, is that of
nouncement, which undoubtedly will terminology for their profession. So far
claim the immediate attention of the accounting practitioners, he pointed out,
organizations of accountants having in have been apathetic in this very im
their keeping the welfare of the pro portant matter.
fession.
As far back as 1908, Dean Madden
Pessimism was expressed by this said, steps were taken by accountants
leading educator and member of the to define the terminology of accounting.

A

The American Association of Public
Accountants compiled a list of terms
and their definitions, with which, he
added parenthetically, no one agreed.
The list was published, and accountants
were asked to comment on it and to
express their opinions. The response
was meager. A few years ago Prof.
J. Hugh Jackson, of Harvard Univer
sity, in conjunction with the American
Institute of Accountants, prepared a
revised list of terms and their definitions
and a renewed effort was made to obtain
an expression of opinion from the pro
fession. This time but two responses
were received.
No further progress has been made,
said Dean Madden, “and the result is
that terms in accountancy are being de
fined by others, principally members of
another profession—the law—as defini
tions in bond indentures and other
financial and legal instruments are
written.’’
Lack of Interest
As evidence that accountants do not
take a proper interest in educational
matters, Dean Madden cited the fact
that he recently wrote to 43 state
societies of certified public accountants
to inquire as to accounting educational
conditions and other matters pertaining
to the preparation of men for the pro
fession, and that he had replies from
but five of the state organizations.
As one of the discouragements which
have a deterrent effect on many men
who are trying to prepare for the pro
fession, Dean Madden cited the require
ments as to practical experience that
are imposed on those who would be
come certified public accountants. He
took the stand that it is not right to
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require five years of practical experience
before granting a state certificate to a
graduate of a recognized accounting
school or university.
“It does not require so much training
to make an accountant,’’ he said. “No
steps have been taken by the educational
authorities of this cr most of the other
states to recognize the time spent in
schooling, when considering the quali
fications of applicants for the certified
public accountant designation.’’
On the subject of examinations,
which he characterized as miserable,
anyway, Dean Madden made the state
ment that the tests applied today to
candidates for state registration are
faulty. The examination system, he
believes, should have immediate and
serious attention.
Some of the changes that he believes
could well be made are removal of the
arbitrary time limit on those taking
examinations; giving permission to
students to take the state examinations
as soon as they have completed their
courses, or even parts of their courses,
instead of compelling them to wait
from one to five years, while gaining
the experience now required, before
sitting in examinations; the exercise of
mere care in the preparation of examin
ation questions; the preparation of
different sets of questions in each state,
by the boards of examiners, so that
they may truly reflect local conditions;
marking of papers solely by the state
boards.
Enlarging on these suggestions, Dean
Madden said:
“Persons who set the examinations
for certified public accountant registra
tion have little knowledge of the sub
ject of educational processes. They have
the wrong point of view. They seem to
think that candidates for certification
should have about the same qualifica
tions in accounting that a Charles E.
Hughes or a Charles Mayo have in law
and medicine. They seem to expect the
accountant who has just completed his
training to be a leader in his profession
at once.
Boards of examiners go to text
books for problems to include in ex
aminations, and get from the text books
also the answers to the problems. They
do not take into consideration, in mark
ing the answers to such problems, the
fact that the men who wrote the text
books worked on them for hours, and
that the texts were carefully reviewed
and edited. No candidate sitting in an
examination can be expected to give
answers comparable to the ones found
in the text books.
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“There will always be much dis
satisfaction until that condition is
changed.’’
Examinations should be uniform only
in high standard and character, accord
ing to Dean Madden. They should not
be uniform in context, he believes. He
thinks it a mistake to attempt to apply
identical questions to all sections of the
country, because of the diversification

J HN T. MADDEN, as Dean of the
O
School of Commerce, Accounts and Finance,
New York University, and as an active mem
ber of the New York State Society of Certified
Public Accountants,isparticularly well quali
fied to discuss the questions herein raised.
They formed the gist of Dean Madden s talk
to the members' of the Pace Alumni Associa
tion assembled at their regular monthly
meeting at the Machinery Club on October 25.

of modern business and industry in
different sections.
As to marking papers, Dean Madden
expressed the opinion that no member
of any state board of examiners has the
right to delegate his functions to any
one, especially to an agency outside of
the state. He added that for state
boards of examiners to permit somebody
outside of their states to prepare exam
inations for them is evidence of laziness
or of intellectual bankruptcy on the
part of the members of the board.
To this indictment was added the
statement that the surrender by a state
board of examiners of papers of candi
dates to an outside body, even for a
minute, is, in his opinion, a violation
of law.
This determined stand on the part of
Dean Madden undoubtedly refers to the
practice by the state boards of examiners
of more than thirty states of using
examination questions prepared for

them by the American Institute of
Accountants, instead of preparing the
examinations themselves; and to the
practice of sending the papers of candi
dates to the American Institute of
Accountants for rating by that body
before they are rated by the state
boards—a practice which has been in
effect for several years, and which is the
subject of animated discussion in the
profession.
Perhaps the most serious arraignment
of the profession contained in Dean
Madden’s address was that it is per
mitting unethical practices to be in
dulged in, even by leading practitioners,
and that these practices are winked at
by those who are supposed to be looking
after the welfare of the profession.
Because these unethical practices are
allowed to continue, Dean Madden
expressed dissatisfaction with the or
ganization of the profession.
“It took us a long time to get a code
of ethics, and now that we have it, it
is not observed,’’ he said. “What
would you think of a firm of prominent
public accountants who would use two
different methods of compiling financial
reports and balance sheets, in the cases
of two concerns in the same line of
business? What effect does this yielding
to the wishes of the concerns involved
have on the juniors and others employed
by the accounting firm?’’
Detailing this case, which he cited as
an actual happening, Dean Madden said
that a firm of accountants, in compiling
profit and loss statements for two con
cerns in the same line of business, in one
case included depreciation before arriv
ing at net earnings, and in the other
deducted the depreciation charge after
the net income had been arrived at.
The preparation of balance sheets and
income statements, for the particular
consumption of stockholders, with such
misleading figures was decried.
Dean Madden referred to the articles
by Prof. Ripley, of Harvard University,
as to the failure of corporations to pro
vide sufficient information in their
financial statements issued for the stock
holders and the public.
“Managers of industrial organiza
tions are fiduciary officers and trustees
to a greater extent today than ever,’’
he said, “and on them rests a greater
responsibility than ever for a fair ac
counting to stockholders. This all
points to an independent accounting.
English law requires an independent
audit for stockholders. Conditions are
different here however, and even if laws
were enacted in this country requiring
independent audits of corporation af
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fairs by certified public accountants,
there would not be enough certified
public accountants in the whole United
States to do the work. In the thirty
years since the State of New York
created the certified public accountant
but 1,923 have qualified in the state, and
of that number but 1,600 are in
practice.”
Just as in the legal profession, im-
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provement in accounting practices is
due to come from outside the profession,
Dean Madden believes. He expressed a
hope that its coming may be speedy,
more so, in fact, than has been the case
in the legal profession. Dean Madden’s
address was delivered before an audi
ence of two hundred accountants, who
gave him the closest attention and
applauded his comments.

Allocation of Expense in
Refinishing Defective Material
PROBLEM in cost accounting
procedure recently was submitted
to the Associate Editor as fol
lows:
‘‘In connection with my recent work
in cost accounting, the following prob
lem has arisen—may I ask that you
kindly make comment?
‘‘The mill under question manufac
tures ribbons. Purchases entered in the
purchase journal are distributed to the
various departments, and at the end of
the month a summary is made which
shows these departmental charges plus
wages, depreciation, light, heat and
power, interest, and insurance properly
distributed. Each department is charged
with its total, and a factory control
account is credited.
The accounting department receives
at the end of the month statements from
department heads, showing how many
yards of ribbon were woven, how many
finished, how many blocked, how many
pounds wound and how many pounds
dyed. From the invoices to customers it
obtains the number of yards shipped.
A report is made to the general manager,
which shows the total amount of goods
handled in each department, the total
cost of that department, and the unit
cost for the department.
‘ ‘The problem arises in the costs of
the dye houses, where the unit cost is
so much per pound. A certain percent
age of goods shipped comes back because
of wrong shades. These goods must be
redyed. A argues that if the total
poundage handled is, say, 2.000 pounds,
and the cost of the department is
$2,000.00, the unit cost per pound is
$1.00, regardless of the fact that the
2.000 may include, say, 100 pounds
which were returned and so were
handled twice. B argues that . such
returns are costly in that they involve
duplicate labor in the dye house, in the
blocking department, and in the finish-

A

ing room. He argues that this cost of
duplicate handling throughout should
be levied against the dye department
and that it is not so levied if its total
cost is divided by total poundage to
ascertain unit cost.
‘‘May I have your comment?”
In reply the Associate Editor wrote:
‘‘In your letter you bring up the
question of proper allocation of expense
involved in refinishing material that
was returned to the factory because it
was defective. Your letter applies the
case in question specifically to ribbons.
‘‘In theory at least, a segregation
should be made between the costs of
producing material and the cost of re
finishing or reworking the defective
material, particularly if the cost of
reworking the defective material is
higher than the cost of working new
material. In practice, unfortunately, it

is not always possible to make the
segregation. In such an instance, the
nearest approach to determination of
the cost of handling the reworking of
material should be made.
“As to whether the cost of rework
ing the material should be applied as a
cost of the department through whose
fault the defect occurred is somewhat
open to debate. An application of strict
theory probably would indicate that
such treatment is proper. However, the
objectives of a cost system are not only
the determination of true theoretical
cost, but the determination of operating
figures that will aid in management.
Accordingly, it is a common practice
to set up the cost of reworking defective
material in a separate account and to
consider it as a direct charge to profit
and loss, rather than as part of the over
head cost of the department at fault.
"As I have stated, however, the strict
theory probably indicates that such
costs should be considered as expenses
of operating the department at fault,
and in a particular organization you
must decide whether you would prefer
to be guided by theory, or whether
practical considerations dictate that the
reworking cost shall be considered as a
profit and loss item.”
SAMUEL W. LERER and JACK J.
BIKALES announce the formation of a
partnership for the general practice of
accountancy and matters pertaining to
federal and state taxes, with offices at
1440 Broadway. Mr. Lerer is a graduate
of Pace Institute.

PACE ALUMNI ASSOCIATION
AN entertaining speaker of prominence has been engaged
to address the next regular meeting of the Pace Alumni
Association to be held at the Machinery Club, 50 Church
Street, New York, on Saturday, November 2.0th, at 1:30 P.M.
Plenty of music and songs by Joe Myer, and Cordes & Marks.
Members are urged to make early reservations, as a big turn
out is expected; send your check to the Executive Secretary
today ($1.65 a person).

You may bring one or more guests if you wish.
F. M. Schaeberle, Executive Secretary

The Swiss Method of Handling the
Daily Deposits of Commercial Banks
Benefits to the depositor under Swiss and American
systems compared
The “bordereau”
By Fred
Vonaisch of the Textile Banking Company, New
York and student at Pace Institute
NE of the most common banking forth, in general, details with regard to
transactions, occurring daily in interest charges or allowances, banker’s
almost all parts of the globe, is commission, duration of the contract,
the deposit of funds in the form of com

limitation
of credit to be extended by
mercial paper and currency, received by the bank, and such other matters as
business enterprises in settlement of may be deemed necessary in each par
trading obligations. Yet, although this ticular case. This agreement when
phase of banking is universal, the signed by the parties becomes the basic
methods of treating depositors’ accounts document to the provisions of which all
differ in the various countries.
resulting transactions must conform.
Assuming, then, that this document
Interest
has been duly executed, the depositor,
The writer has observed, especially in as he is then called, sends in his com
the United States, that it is difficult for mercial papers for discount and deposit.
an ordinary bank depositor, whether The daily deposits consist for the greater
sole proprietorship, partnership, or cor part of trade acceptances for discount,
poration, to determine accurately, with although deposits of checks and cur
out spending a great deal of time and rency may occasionally be made. On
effort, its monthly interest allowance the basis of the deposit received, the
for funds kept on deposit. The bank bank prepares what is called a “bor
sends its monthly statements, contain dereau” (see Form 1). This form pro
ing numbers and amounts of checks paid vides columns for amount, due date,
and canceled, together with the re place of payment, stamp tax, collection
spective returned checks, to its deposit fees, number of days, and discount
ors. In the statement will often be number.
found an item which the bank classifies
The Bordereau
as interest allowance for the period
Acceptances and checks are assorted
covered by the statement. The depositor,
upon receipt of the statement, usually according to place of payment and due
prepares a statement of cash reconcilia date and are then listed on the special
tion. In the preparation of this state form. The individual amounts are
ment, however, he is usually obliged to multiplied by the number of days the
accept the interest figure as computed paper has to run before maturity, the
by his bank, since it is difficult for him result after being divided by 100 is
to verify this item. It seems only fair called a discount number. Collection
and in line with good business for a fees and stamp taxes are inserted in the
depositor to know how the interest proper spaces provided therefor.
At the foot of the “bordereau” the
allowance for a current period has been
totals in respect to discount numbers
determined by the bank.
In Switzerland, it is customary for a and amount of deposit are shown. The
business man or corporation, before total of the discount numbers is used
entering actively into current trading for determining the amount of discount
relations with a bank, to enter into a that will be charged by the bank at the
written contract or agreement with prevailing rate, which in the illustra
such bank. This agreement is called tive form is 4 per cent. This amount of
an account-current agreement, and sets discount, plus any other expenses of the

O

2.0

nature mentioned above, is deducted
from the amount of deposit, and the
resulting net value is then credited to
the depositor’s account and bears in
terest beginning with the day following
that of deposit.

Banking Regulations
The banking regulations of each par
ticular bank contain a statement in
respect to the discounting of commercial
paper. This statement briefly provides
that no paper will be discounted below
a certain fixed minimum of discount.
In other words, if an acceptance accord
ing to its amount and maturity date
would not yield the required minimum
discount, the bank inserts in the
bordereau’ ’ a sufficient number of days
to insure the necessary discount mini
mum. In case checks are deposited, the
bank will charge three to five days’
interest, depending upon the place
where the checks are payable.
A depositor under an account-current
agreement seldom meets his obligations
by the drawing of checks; but finds it
much more convenient to accept drafts,
which at maturity are presented to his
bank for payment.
Should a depositor have occasion to
borrow funds for current needs, the
bank, under ordinary conditions, will
extend credit up to a certain limit.
These advances may be secured wholly
or partially by collateral. However, in
such an instance, the depositor is not in
a position to draw checks against such
loans, inasmuch as the “Law of Obliga
tions” provides that checks may only
be used where the maker has to his
credit an amount equal to or above that
of the check, and this credit must not
be inflated by any advances made by
third persons, who thereby would have
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a prior fight to the disposal of this
credit fund.
The depositor, in order to meet his
obligations, accepts drafts payable at
his bank, which upon maturity are
then presented to the bank for payment.
Another interesting rule of the law is,
that checks payable at the same place
where issued shall be presented for pay
ment within five days; checks payable
at places other than those of issue shall
be presented within eight days. If a
holder neglects to observe this rule, he
loses the right of protest against prior
indorsers.
The contract between the parties
usually includes a provision that the
bank is to render a complete statement
or account current every six months.
It has become the custom for most
commercial banks to prepare these
statements semi-annually—on June 30th
and December 31st. This accounting
statement in some respects is merely a
summary of “bordereaux” containing
daily deposits, and in other respects it
is an itemized statement of all pay
ments met by the bank for the depositor.
The account-current form (see Form
2) provides columns on both debit and
credit sides for date, detail, due date,
number of days, interest numbers and
amount. On the credit side the dis
counted or the net amount of each daily
deposit is listed chronologically. For
the purpose of illustration, it may be
assumed that an accounting is rendered
as of June 30th, covering a period of six
months. As each deposit is listed, the
number of days are determined and then
multiplied by the respective amount
and divided by 100, the result being
known as an interest number. The same
procedure is followed on the debit side.
The amounts and the interest numbers
are added, and from the balance of
numbers the interest charge or credit is

Bordereau for Mr................................................................

Jan.
Feb.
Mar.
May
June
June

1
15
20
25
30
30

June 30
June 30

Balance
Our Paymt.
Draft Acc.

Bal. Nos.
Com. 1/8%
on 2150.
Other Exp.
Balance

Due Date
Dec.
Feb.
Apr.
June

31
15
30
30

June 30

Place of
Payment

Due
' Date

Amount

500
250
75
1250
350
250

00
00
00
00
00
00

$2675
12

00
26

Aug. 1
July
1
Sept. 1
July 15
Tune 30
June
4

New York
Chicago
Boston
Philadelphia
St. Louis
New York

Stamp
Tax

Collection
Fees

Number
of Days

Discount
Numbers

—
—
—
—
—
—

—
—
—
—
—
—

60
3°
9°
44
29
3

300
75
68
55°
102
8

1103
------ .--------

12.26 Discount @4%
— Stamp Tax
— Collection Fees
—----12.26 Total

$2661 74
Value June 1, 1926

*

Form 1

calculated on the basis of the current
interest rate.
Banker s Commission

As mentioned at the beginning, there
is a small charge made by the banker for
his services rendered, which is computed
on a percentage basis from either the
credit or debit total, whichever is
greater. In addition, there may be other
proper expenses listed and charged.
After all postings have been made, the
account is balanced and closed out, the
new balance being brought forward as
of the first of the new period, from
which date interest again begins to run.

With this statement there is sent to
the depositor a letter requesting him to
verify the report as soon as possible and
acknowledge its correctness. It will
thus be seen that this account becomes
an account stated as between the parties.
The balance, therefore, could not be
disputed at any time thereafter.

Bank of.......................................................................

Detail

Date June 1, 1916

BANK OF...............................................................................................

DR.
Date

21

Days

Numbers

180
135
60
—

900
405
45°
—
309

2064

If a depositor’s account is very active,
a report of this nature is likely to be
come rather voluminous. However,
postings to these accounts are made
daily, so that by the end of a period all
that remains to be done is the closing of
the account. No material delay is
caused in the mailing of the statements,
and the banks make it a rule to have
them ready for delivery by the first of
the new period.
Intermediate closings may be had
upon request, and there is no reason why
similar monthly statements could not
be prepared in case the depositor should
keep his records on monthly periods.

ARTHUR S. SWENSON, C.P.A., an
nounces the opening of his own office
for the public practice of accountancy,
special investigations, and income tax
service, at 311 Fifth Avenue, New York.
Mr. Swenson is a graduate of Pace In
stitute, and president of the Pace
Alumni Association.

In Account Current with. ........................................................................................
CR.
Amount

500
300
75°
300

00
00
00
00

2

69

300

5°
24

2153

43

Date
Jan.
Mar.
May
June

July
Form 2

15
20
15
30

1

Detail

Payment
Our Draft
Interest on
309 Nos.

Balance June 30

Due Date

Days

Numbers

Jan. 16
Mar. 21
May 31

164
99
3°

1230
594
240

75°
600
800
3

00
00
00
43

2064

2153

43

Amount

300 24

The Accountants’ Club of America, Inc.
New Social Club for Accountants
Organized in New York
Purpose and scope
Membership
Initiation fees
and dues
Headquarters in Hotel Belmont, New
York City
Colonel Montgomery first president
CLUB for accountants, a purely
social organization, is now an
accomplished fact, the result of
years of planning. It is known as
Accountants’ Club of America, Inc.,
and is established in handsome quarters
in the Hotel Belmont, adjacent to
Grand Central Terminal, in New York
City. The new organization is designed
to serve accountants of the entire coun
try, as it offers services and conveniences
to out of town members fully as ex
tensive as those provided for resident
members.
Announcements of the organization
of the club are being mailed to members
of recognized organizations of account
ants, whose applications for member
ship in the new club will be acted upon
without being referred to the Member
ship Committee, if received prior to
January 15, 1927. Classes of member
ship have been provided to meet the
requirements of non-resident as well as
resident members.

A

Membership
Those eligible for membership in
clude members of any recognized so
ciety, institute, or other bodies or
groups of accountants; persons who are
engaged in the practice of the pro
fession of accountancy, who are not
members of any recognized body or
group of accountants and who have
been continuously in practice for at
least three years; employees of practic
ing accountants who shall have had
three years continuous experience; in
structors - in accounting, economics,
and related subjects; persons interested
in accountancy who are not engaged in
the practice of the profession, including
among others officers of corporations,
banks, governmental and municipal
bodies, members of the judiciary, bank
ers, attorneys, and engineers.

2.2.

The Accountants’ Club of America
took definite form in the spring of the
current year when it was incorporated
The
as a New York organization. During
the summer and fall various committees
were at work on problems of securing a.
location for the club’s headquarters,
and other details. Plans of the club
matured rapidly in October, when
several meetings of the Board of Gov
ernors were held.

Headquarters
The club has its headquarters in
the Hotel Belmont, adjoining the
Grand Central Terminal in the city of
New York, with a secretary and office
staff, and provision for the serving of
meals. These quarters will, it is ex
pected, be a meeting place and mailing
address for accountants throughout the
country.
For many years there have been dis
cussions of plans for the organization
of a purely social body of accountants.
It was felt that with the national offices
of two accountants organizations—the
American Institute of Accountants and
the National Association of Cost Ac
countants—located in New York, and
with two state organizations of certi
fied public accountants within the met
ropolitan district, there was a distinct
need for an organization purely social
in its aims.
The charter from the secretary of
state of New York was received by the
Accountants’ Club of America, Inc., on
May 11, 1926, the application having
been approved by Justice Guy on May
7. The incorporators were: David
Berdon, Arthur H. Carter, Frederick G.
Colley, Robert E. Connolly, William
O. Cutter, Frank G. DuBois, Cecil D.
Giles, Charles Hecht, Charles A. Heiss,
Henry A. Horne, James F. Hughes,
Orrin R. Judd, Joseph J. Klein, Martin

Kortjohn, Samuel D. Leidesdorf, John
T. Madden, Henry E. Mendes, Robert
H. Montgomery, Perley Morse, Homer
S. Pace, James L. Ridgway, Frederick
M. Schaeberle, Andrew Stewart, Philip
J. Warner, and Daniel A. Young.

Scope of the Club
The certificate of incorporation states
that “the particular objects for which
the corporation is to be formed are to
establish, maintain and operate a club,
reading-room and other accommoda
tions for the use and convenience of its
members; and to promote social inter
course among its members; to foster
interchange of ideas to advance the
science of accountancy; to encourage
the development of a better understand
ing of the relations of accountants with
one another as well as with other pro
fessions and the business life of the
community and nation; to develop and
cultivate among its members and among
members of other professions, a knowl
edge of the proper purposes and func
tions of accountants; to provide for
formal as well as informal lectures, dis
cussions, debates, conferences and by
any other means to disseminate among
its members information and knowledge
on accountancy and such subjects that
may be affiliated, bear on, pertain to or
that may be of value or interest in any
way to accountants.’’
Colonel Robert H. Montgomery has
been chosen president; Colonel Arthur
H. Carter, vice-president; James F.
Hughes, secretary, and S. D. Leidesdorf,
treasurer.
Committees have been named as
follows:
Membership Committee: Homer S.
Pace, Chairman; Orrin R. Judd, John T.
Madden, Philip J. Warner, and Henry
A. Horne.
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House Committee: S. D. Leidesdorf,
Chairman; F. M. Schaeberle, Daniel A.
Young, David Berdon, and one to be
added later.
Finance Committee: Joseph J. Klein,
Chairman; S. D. Leidesdorf, David
Berdon, Cecil D. Giles, and Henry E.
Mendes.
Committee to draft by-laws: Andrew
Stewart, Chairman; F. G. Colley,
Perley Morse, Martin Kortjohn, and
Charles Hecht.

Application Blanks
Application blanks for membership
were distributed at the annual all day
conference of the New York State
Society of Certified Public Accountants,
and many applications for membership
have been received. There will be an
increase in initiation fee for resident
members after the first 500 resident
applications have been accepted.
While the New York State Society
was instrumental in bringing to a head
the plans for the organization of a
club, the society has turned the matter
over to the profession as a whole to
conduct.

Reports of Fall Meetings
—State and National
Accountants' Societies

January 20, 1927. Fixing Material
Standards as a Basis for Standard
Costs. Mr. W. L. Churchill, con
sulting Engineer, White Plains, N. Y.
February 17, 1927. Application of
Factory Expense in Standard Costs.
Prof. David Himmelblau, C.P.A.,
Northwestern University, Chicago.
March 17, 1927. What Standard Costs
Can Do for the Production Depart
ment. Mr. H. M. Tompkins, In
dustrial Engineer, Packard Motor
Car Co., Detroit, Mich.
April 21, 1927. The Administrative
Use of Standard Factory Costs. Mr.
B. R. Wells, Asst. Secy., Fairbanks
Morse & Co., Chicago.
May 19, 1927. Application of the
Standard Cost Idea to the Adminis
trative and Selling Functions. Dr.
Joseph R. Hilgert, College of Com
merce, University of Illinois, Urbana,
Ill., Author of “Cost Accounting for
Sales.’’
The meetings axe to be held in the
Hamilton Club, Chicago.

Illinois Meeting
T the annual meeting of the

Illinois Society of Certified Public
AAccountants,
held September 14,
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Daniel C. Roper
(Continued from page 6)

He became clerk of the United States
Senate’s Committee on Interstate Com
merce in 1894, serving for three years.
In 1900 he became a special agent of
the United States Census Bureau, in
which capacity he served for ten years.
In 1901 he was awarded a bachelor of
laws degree by National University,
Washington.
Continuing his public service, Mr.
Roper in 1901 became clerk of the Com
mittee on Ways and Means of the House
of Representatives, one of the most im
portant committees in Congress, in
which originate all government revenue
raising measures. It was during his
service of three years with this com
mittee that he gained an insight into
government finances that stood him in
good stead during the war years, when
he was charged with the tremendous
task of collecting the sinews of war.
Mr. Roper was named by President
Wilson as first assistant postmastergeneral on March 14, 1913, in recogni
tion of his special abilities as a public,
official. He served in that capacity
until August 1, 1916, when he became
chairman of the Organization Bureau
in President Wilson’s campaign for
reelection. Appointment as vice-chair
at
man of the United States Tariff Com
mission came on March 22, 1917, but he
served there only until September 25th
of that year, when he became commis
sioner of internal revenue, one of the
most important posts in the govern
ment machine, at a time when great
drafts of money as well as men were
being made on the republic. He
served for three years in this difficult
position, and won the esteem and ad
miration of all with whom he came in
contact.

Chicago, Ill., the following officers and
directors were elected for the year end
ing August 31, 1927: president, John
Mr. Wall was elected president; A. Stolp; vice-president, J. Angus
R. A. Hurst, of Toledo, vice-president, Steven; sec’y-treasurer, Lewis Ashman.
and L. G. Battelle, of Dayton, secre Directors: the three officers and T. B. G.
tary and treasurer. These officers, to Henderson, Arthur Medlock, S. A.
gether with W. A. Coy, Cleveland, Pyne, Frank C. White.
Ohio, R. H. Gravett, Cincinnati, Ohio,
According to the by-laws of the
H. W. Cuthbertson, Dayton, Ohio, and Society, the last five ex-presidents con
R. F. Mateer, Warren, Ohio, form the stitute an Advisory Committee who
board of directors.
shall be present at all meetings of the
Board of Directors and (except for vot
Outstanding Achievement
ing) take part in the business transacted
Chicago Chapter, N.A.C.A. at such meetings. The advisory Com One of the outstanding achievements
mittee for the fiscal year stated is made of Mr. Roper’s career was the develop
PROGRAM of seven meetings for up as follows: F. B. Andrews, George ment of a plan for, collecting cotton
the fall, winter and spring has E. Frazer, W. M. Le Clear, George W. statistics by a count at frequent inter
been arranged by the Chicago ChapterRossetter, C. R. Whitworth.
vals during harvesting seasons of bales
of the National Association of Cost
turned out at the ginneries. He origi
Accountants, as follows:nated a system of publishing a series of
reports on the cotton supply during the
October zi, 19Z6. The Theory and Ap
Virginia Meeting
cotton season, and made a systematic
plication of Standard Costs. Mr.
study under governmental direction of
Eric A. Camman, of Peat, Marwick,
T the annual meeting of the Vir the textile industries of the United
Mitchell & Co., New York.
ginia Society of Public Accountants, States and Europe.
November 18, 1926. Fixing Labor
Inc., held September 4, Guy M. Scott, Mr. Roper is now in law practice in
Standards as a Basis for Standard
Costs. Mr. Edward H. Tingley, of Richmond, was chosen president; Washington, and continues to make his
editor Foremen’s Magazine and Asst, J. B. Redford, of Norfolk, vice-presi home there. He is a member of the
Supt., Delco Light Co., Dayton, dent; and George T. Durham, of Rich well known firm of Roper, Hagerman,
mond, secretary-treasurer.
Hurrey & Parks, which specializes in
Ohio.
(Continued from page 16)

A

A

The Pace Student, November, 1926

24

federal tax practice. In 1917 he wrote
a book, “The United States Post
Office,” which has taken its place as a
standard work. Mr. Roper will not
reach the 60-year mark until April 1,
1927, and is in his prime. With his
wealth of experience, his executive
ability, and, in particular, his knowl-

edge of what accountants individually
and through their professional organi
zations are able to accomplish with
relation to governmental and other
public matters, he is a unique and in
uential figure who should be an
fl
important factor in affairs in which the
profession has a deep interest.

A Practical Method of Apportioning
Income on Residuary Trusts
(Continued from page 9)

In the application of the English rule,
each separate payment cannot prac
ticably be apportioned.
Payments
should be combined or grouped as of
convenient dates, perhaps quarterly
during the year, and apportionment
made of the group total. The rate of
income used should be the average rate
for one year, ascertained by the applica
tion of ordinary arithmetical methods to
the factors of the income-producing
assets, income actually earned, and
time.

Massachusetts Law

2.98 (1837), set forth a rule quite similar
to that of Allhusen v. Whittell. Then
in Matter of Benson, 96 N.Y. 499, the
court cited the Williamson case with
approval, said that, “It may be difficult
to work out all these details, but with
the aid of rules referred to in Williamson
v. Williamson it will not be found im
possible,” and then proceeded to hold
that, “all the income of the estate, not
otherwise disposed of, must be added to
the residue!” As was said in the
Harvard Law Review (Vol. 37, page
252), “If this means anything at all, it
is something quite different from the
rule in Williamson v. Williamson; it
means that any income not disposed of
by the express or implied terms of the
will goes into the residue. This is
straight capitalization and a complete
victory for the remainderman.”
In two later New York cases (Matter
of Brokaw, 165 N.Y.S. 700, Matter of
Brookfield, 109 Misc. 345,178 N.Y.S.
681) it is difficult to determine pre
cisely what the court wants done, be
cause its language is not sufficiently
exact. In view of the uncertainty of the
New York law, the leading trust com
panies upon advice of counsel are fol
lowing approximately the English rule.
It is to be hoped that before long some
life tenant or remainderman will carry
the matter again, if possible, to the
Court of Appeals.

The law of Massachusetts is simple.
All income accrued after death is given
to L. Treadwell v. Cordis, 5 Gray
(Mass.) 341. This makes no attempt to
confine the income to which L is en
titled, to income earned upon the
residue. Yet the plainly expressed
intent of the testator was that the resi
due should form the trust fund or prin
cipal and that L was to be entitled to
the income on this residue or principal.
The only practical justification of the
Massachusetts rule, apart from the sim
plicity of its operation, is that the life
tenant, L, usually is a person nearer to
the testator than the remainderman, R,
and thus the testator, if his attention
had been called to it, might have given
L this preference over R. But the stub
born fact remains that the testator
didn’t give L this preference and courts
Alluring By-paths
should not attempt to make a new will
This discussion has been kept in the
for testator. It is understood that trust
company practice in Massachusetts is main highway of the chief point at
not uniform but inclines toward the issue, but there are many alluring by
English law regardless of the rule laid paths. For example, why is a life ten
ant entitled to the intermediate income
down by the Massachusetts courts.
In New York, the law is difficult to on a fund set apart to meet a con
determine, because several cases have tingent legacy? What about income
laid down a rule and then proceeded to from a fund set aside to meet a con
a solution completely at variance with tingent annuity? Suppose the annuity
it. For example, the early case of is not contingent? Is there any differ
Williamson v. Williamson, 6 Paige Ch. ence between charging an annuity on

the residue and charging the cost of an
annuity? Why is L entitled to the in
come in specie on such portion of the
residue as was actually invested at
testator’s death in legal securities?
What about income from a fund set
apart to pay legacies which are not
contingent but vested although not
presently payable?
Only a small portion of the subject
has been covered. If one has a very
large piece of bread and a very small
piece of butter, if he attempts to spread
the very small piece of butter over the
very large piece of bread, no one can
taste the butter at all, unless the butter
is bad.

MORRIS H. HOROWITZ, C.P.A., a
graduate of Pace Institute, New York,
announces the removal of his office to
2.86 Fifth Avenue, New York City, for
the general practice of accountancy.
SAMUEL W. LERER and JACK J.
BIKALES announce the formation of a
partnership for the general practice of
accountancy and matters pertaining to
federal and state taxes, with offices at
1440 Broadway. Mr. Lerer is a graduate
of Pace Institute.

C. W. AMOS, C.P.A., a graduate of
Pace Institute, announces the removal
of his offices to suite 1816, Munsey
Building, Baltimore, Maryland.

Annual Graduation
Exercises
Pace Institute, New York
HE annual graduation exer

of Pace Institute will be
Tcises
held this year at the Machinery
Club, Hudson Terminal Building,
50 Church Street, New York, on
Saturday, November 13, at 8 P. M.
The graduation address will be
delivered by John T. Kennedy,
LL.B., president, Benjamin Frank
lin University, Washington, D. C.
The diplomas will be distributed
by Homer S. Pace. Mrs. Harold
A. Wythes will render several
vocal selections, and Joe Meyer
will lead the community singing.
Music will be furnished by Cordes
& Marks’ twelve-piece orchestra.
An informal reception and dance,
under the auspices of The Pace
Alumni Association, will follow
the formal graduation exercises.

Officers of Accountants’ Organizations
American Institute of Accountants
President, William H. West .
Vice-Presidents, Frederick H. Hurdman

John R. Ruckstell
Treasurer, Arthur W. Teele .
Secretary, A. P. Richardson

40 Rector Street, New York
350 Madison Avenue, New York
Claus Spreckles Bldg., San Francisco, Calif.
. 120 Broadway, New York
135 Cedar Street, New York

American Society of Certified Public Accountants
President, James A. Councilor.............................. 426 Woodward Bldg., Washington, D. C.
Vice-Presidents, Paul W. Pinkerton.............................. 30 North La Salle Street, Chicago, Ill.

James F. Hughes..................................................... no William Street, New York
Secretary, D. W. Springer....................................................................
Ann Arbor, Michigan
Treasurer, T. Coleman Andrews............................................................................Richmond, Va.

National Association of Cost Accountants
President, C. M. Finney .
.
.
Worthington Pump & Machinery Corporation, New York
Vice-Presidents, C. R. Stevenson.............................. Stevenson, Harrison & Jordan, New York

F. L. Sweetser.............................. Dutchess Mfg. Co., Poughkeepsie, N. Y.
Treasurer, Wm. O. Cutter............................................. United States Rubber Co., New York
Secretary, Stuart C. McLeod..................................................... 130 West 42nd Street, New York

New York State Society of Certified Public Accountants
President, Joseph J. Klein ....
First Vice-President, P. W. R. Glover .
Second Vice-President, Norman E. Webster
Treasurer, Harold A. Wythes.
Secretary, Martin Kortjohn .

. 19 West 44th Street,
. 120 Broadway,
60 Broadway,
50 Church Street,
15 Park Row,

New
New
New
New
New

York
York
York
York
York

The Society of Certified Public Accountants
of the State of New Jersey
President, James F. Hughes............................................................ 110 William Street, New York
Vice-Presidents, M. E. Peloubet............................................................ 25 Broadway, New York

William C. Heaton............................................. 565 Fifth Avenue, New York
Secretary, J. E. Flink.....................................................
31 Clinton Street, Newark, New Jersey
Treasurer, Morris J. Hoenig............................................. 9 Clinton Street, Newark, New Jersey

American Association of University Instructors in Accounting
President, Edward J. Filbey............................................................................... University of Illinois
Vice-Presidents, J. Hugh Jackson.............................................................................................. HarvardUniversity

David Himmelblau.......................................................... Northwestern University
William S. Krebs..................................................................... Washington University
Secretary-Treasurer, Howard C. Greer............................................................ Ohio State University

Progressive work assignments,
adapted from actual practice,
bring the students of Pace Institute
into the world of facts as they are—
they develop a technical work habit both
accurate and speedy—they clinch and reinforce
the theory developed, lecture by lecture, during three years
of intensive study.
Intimate teacher-and-student association at the Institute has paved the

way for many a worth-while career, for the achievement of many worthy
ambitions in Accountancy and Business.

And the way is still open, the

opportunities still legion.
In the resident school—30 Church Street, New York—day and evening
classes will be formed from week to week until one thousand Freshmen

(beginning students) are registered.

In the Extension Division (instruc

tion by mail) enrollment can be made at any time upon payment of
$7.00—there is no further liability.

Ask at once for a copy of Pace

Institute Men.

PACE INSTITUTE
30 Church Street

New York

